96th  Congress  )  HOUSE  OF  EEPEESENTATIVES  f  Report 
2d  Session     f  \    No.  96-958 


VETERANS'  ADMINISTRATION  HEALTH-CARE 
PERSONNEL  ACT  OF  1980 


May  14,  1980. — Ordered  to  be  printed 


Mr.  Roberts,  from  the  Committee  on  Veterans'  Affairs,  submitted 

the  following 

REPORT 

[To  accompany  H.R.  7102] 
[Including  cost  estimate  of  the  Congressional  Budget  Office] 

The  Committee  on  Veterans'  Affairs,  to  whom  was  referred  the  bill 
(H.R.  7102)  to  amend  title  38,  United  States  Code,  to  promote  the 
recruitment  and  retention  of  physicians,  dentists,  nurses  and  other 
health  care  personnel  in  the  Department  of  Medicine  and  Surgery 
of  the  Veterans  Administration,  and  for  other  purposes,  having  con- 
sidered the  same,  reports  favorably  thereon  with  amendments,  and 
recommends  that  the  bill  as  amended  do  pass. 

The  amendments  (stated  in  terms  of  the  page  and  line  numbers  of 
the  introduced  bill)  are  as  follows: 

Page  4,  strike  out  lines  1  through  7  and  insert  in  lieu  thereof  the 
following : 

(B)  Special  pay  may  be  paid  under  this  section  to  a  physi- 
cian or  dentist  who  is  a  reemployed  annuitant  if  such  physi- 
cian or  dentist  was  automatically  separated  before  September 
30,  1978,  under  section  8335(a)  of  title  5,  as  in  eifect  before 
such  date,  for  having  become  70  years  of  age. 

Page  5,  line  17,  strike  out  "Director)"  and  insert  in  lieu  thereof 
"Director),". 

Page  11,  line  14,  strike  out  "Personnel"  and  insert  in  lieu  thereof 
"Professional". 

Page  15,  line  25,  strike  out  "4143(b)  (3)  (C)"  and  insert  in  lieu  thereof 
"4143(b)(4)(B)". 

Page  21,  strike  out  lines  1  through  16  and  insert  in  lieu  thereof  the 
following : 

(B)  shall  incur  an  additional  period  of  obligated  service — 
(i)  at  the  rate  of  one-half  of  a  calendar  year  for  each 
year  of  internship  or  residency  or  other  advanced  clinical 
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training  (or  a  proportionate  ratio  thereof),  if  the  intern- 
ship, residency,  or  advanced  clinical  training  is  in  a 
medical  or  dental  specialty  necessary  to  meet  the  health 
care  requirements  of  the  Veterans  Administration  (as 
determined  under  regulations  prescribed  by  the  Ad- 
ministrator) ;  or 

(ii)  at  the  rate  of  three-quarters  of  a  calendar  year  for 
each  year  of  internship  or  residency  or  other  advanced 
clinical  training  (or  a  proportionate  ratio  thereof) ,  if  the 
internship,  residency,  or  advanced  clinical  training  is  not 
in  a  medical  or  dental  specialty  necessary  to  meet  the 
health  care  requirements  of  the  Veterans'  Administration 
(as  determined  under  regulations  prescribed  by  the 
Administrator). 

Page  28,  beginning  on  line  5,  strike  out  "in  such  section  and  inserting 
in  lieu  thereof  a  period"  and  insert  in  lieu  thereof  "through  'training  at 
at  such  institution'  ". 

Explanation  of  Amendments 

The  committee  amendments  are  all  technical  in  nature  and  correct 
technical  errors  and  make  drafting  improvements  in  the  bill  as 
introduced. 

Background 

Health  care  benefits  for  veterans  are  provided  through  the  Veterans 
Administration  Department  of  Medicine  and  Surgery  (DM&S), 
which  was  established  in  1946.  The  Department  of  Medicine  and 
Surgery  operates  the  largest  single  medical  care  delivery  system  in 
the  United  States.  In  fiscal  year  1980,  this  system  is  providing  care 
to  veterans  in  172  VA  hospitals,  228  VA  outpatient  clinics,  96  VA 
nursing  homes,  and  16  VA  domiciliaries.  The  VA  anticipates  a  work- 
load of  1.24  million  inpatients  and  17.8  million  outpatient  medical 
visits.  The  average  daily  patient  census  in  VA  facilities  (i.e.,  on  any 
given  day,  the  number  of  beneficiaries  for  whom  the  VA  provides 
medical  care)  is  approximately  89  thousand. 

The  VA  employs  approximately  18  thousand  physicians  of  whom 
6,300  are  full-time,  4,100  part-time  and  intermittent,  and  7,500 
interns  and  residents.  There  are  1,200  dentists  employed  by  VA,  of 
whom  888  are  full-time,  29  are  part-time,  and  the  remainder  interns 
and  residents. 

These  physicians  and  dentists  are  employed  under  two  statutory 
authorities,  titles  5  and  38  of  the  United  States  Code.  Title  5  physicians 
and  dentists  are  assigned  to  either  the  Department  of  Veterans 
Benefits  (DVB)  or  the  Board  of  Veterans  Appeals  (BVA) .  Physicians 
and  dentists  employed  under  title  38  (the  majority  of  VA's  physicians) 
are  assigned  to  DM&S. 

The  Department  of  Veterans  Benefits  and  the  Board  of  Veterans 
Appeals  physicians  and  dentists  are  Federal  civil  service  employees, 
entitled  to  all  benefits  and  subject  to  the  same  regulations  as  other  civil 
service  employees.  Title  5  medical  personnel  in  the  VA  (and  other 
agencies)  may  be  paid  at  special  rates.  These  special  rates  are  author- 
ized by  5  U.S.C.  5303  and  may  be  used  when  pay  rates  in  the  private 
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sector  are  so  above  the  General  Schedule  as  to  handicap  the  Govern- 
ment's recruitment  and  retention  of  qualified  persons.  (Special 
rates  for  physicians  and  dentists  have  been  authorized  for  over  20 
years.  However,  this  "special  rate"  program  is  not  the  focus  of  this 
report.) 

Physicians  employed  by  DVB  are  involved  in  determining  medical 
eligibility  of  applicants  for  VA  benefits,  such  as  disability  compensa- 
tion. BVA  physicians  review  and  make  decisions  on  cases  where 
applicants  for  benefits  have  been  rejected  for  medical  compensation 
and  the  applicants  appeal  to  the  BVA  for  review. 

The  basis  for  establishing  a  separate  DM&S  personnel  system  is  its 
inability  to  recruit  an  adequate  number  of  qualified  professional 
personnel  under  competitive  service  procedures  to  operate  a  24  hour  a 
day,  7  days  a  week  health  care  delivery  system.  In  establishing  the 
title  38  employment  authority  in  1946,  the  Congress  found  that  the 
civil  service  pay  system  was  inadequate  to  attract  physicians  and 
dentists  and  that  pay  should  be  geared  to  professional  qualifications 
and  attainments  rather  than  to  the  position  held.  Also,  it  was  felt 
that  civil  service  procedures  for  examining  candidates  and  establishing 
registers  of  qualified  professionals  were  not  adequate  and  that  VA 
needed  greater  authority  for  removing  employees. 

The  Department  of  Medicine  and  Surgery  has  a  seven-level  grade 
structure.  (In  addition,  there  are  higher  rates  prescribed  for  senior 
administrators  in  the  VA  Central  Office.)  Appointment  to  the  first  five 
grade  levels  is  based  upon  the  individual's  qualifications.  However, 
the  first  3  grades  are  virtually  unused  in  that  less  than  1  percent  of  VA 
physicians  are  in  these  three  grades.  Persons  appointed  to  the  top  two 
grades,  executive  and  director,  must  hold  specific  positions.  The  phy- 
sician salary  schedule  provided  in  38  U.S.C.  4107  is: 

PHYSICIAN  AND  DENTIST  SCHEDULE  1 

Director  grade,  $47,889  minimum  to  $60,637  maximum.2 
Executive  grade,  $44,219  minimum  to  $57,485  maximum.2 
Chief  grade,  $40,832  minimum  to  $53,081  maximum. 
Senior  grade,  $34,713  minimum  to  $45,126  maximum. 
Intermediate    grade,    $29,375    minimum    to  $38,186 
maximum. 

Full  grade,  $24,703  minimum  to  $32,110  maximum. 
Associate  grade,  $20,611  minimum  to  $26,794  maximum. 

Physicians  and  dentists  are  paid  "base  pay"  on  the  basis  of  their 
grades.  In  addition  to  regular  pay,  certain  physicians  are  entitled  to 
additional  annual  pay  of  up  to  $13,500. 

Full-time  physicians  are  generally  prohibited  from  engaging  in 
outside  employment  for  remuneration,  except  for  teaching,  consulta- 
tive duties,  and  community  service.  There  are  no  restrictions  on  out- 
side employment  for  part-time  personnel.  The  VA's  annual  survey 
found  that  in  1978  about  20  percent  of  all  VA  physicians  were  re- 
munerated for  these  outside  activities,  with  an  average  remuneration 
of  $4,950  annually. 

1  Executive  Order  12165  effective  October  1, 1979  adjusted  the  statutory  rates  of  basic  pay  for  section  4107. 

2  Basic  pay  is  limited  by  Section  4107(d)  of  title  38  to  the  rate  of  level  V  of  the  Executive  Schedule,  pres- 
ently $53,600.   
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Special  Pay  for  Physicians  and  Dentists 

Public  Law  94-123,  the  Veterans  Administration  Physician  and 
Dentist  Pay  Comparability  Act  of  1975,  which  became  law  on  Octo- 
ber 22,  1975,  increased  pay  for  physicians  and  dentists  employed  in 
the  VA's  health  care  system  (DM&S)  through  a  system  of  special 
primary  and  incentive  pay.  In  general,  the  amount  a  physician  or 
dentist  receives  depends  on  several  factors,  each  of  which  provides  an 
additional  amount.  The  total  annual  amount  is  limited  to  $13,500  for 
a  physician  and  $6,750  for  a  dentist. 

The  primary  and  incentive  pay  is  received  by  most  DM&S  phy- 
sicians and  dentists.  Excluded  by  statute  are  personnel  employed  less 
than  half-time  or  on  an  intermittent  basis;  personnel  in  internship  or 
residency  training;  or  re-employed  annuitants. 

In  addition,  the  law  grants  the  Chief  Medical  Director  the  authority 
to  "determine  categories  of  positions  applicable  to  both  physicians 
and  dentists  for  which  there  are  no  significant  recruitment  and  reten- 
tion problems"  and  to  exclude  persons  in  these  positions  from  special 
pay.  Two  main  categories  of  personnel  have  been  excluded  under  this 
provision;  health  care  facility  directors  and  physicians  engaged  pri- 
marily in  research. 

P.L.  94-123  established  a  two-part  pay  system.  First,  it  provides 
that  ' 'primary  special  pay"  of  $5,000  for  full-time  physicians  and 
$2,500  for  full-time  dentists  be  paid  to  those  eligible.  Part-time  phy- 
sicians and  dentists  with  half-time  or  more  status  receive  a  propor- 
tionate amount  based  upon  their  duty  status. 

Second,  the  law  provides  "incentive  special  pay"  not  to  exceed 
$8,500  for  a  physician  and  $4,250  for  a  dentist  according  to  a  pre- 
scribed schedule.  The  following  amounts  are  authorized  for  full-time 
physicians.  Full-time  dentists  are  authorized  up  to  one-half  the  fol- 
lowing rates : 

1.  Applicable  to  eligible  individuals  assigned  to  positions  with  the 
following  professional  responsibilities : 

a.  Service  Chief  not  in  a  scarce  medical  or  dental  specialty,  or 
Associate  Chief  of  Staff,  $5,500; 

b.  Service  Chief  in  a  scarce  medical  or  dental  specialty,  $7,000; 

c.  Chief  of  Staff  or  Executive  grade,  $7,000; 

d.  Deputy  Service  Director,  $7,250; 

e.  Service  Director,  $7,500; 

f.  Deputy  Assistant  Chief  Medical  Director,  $8,000; 

g.  Associate  Deputy  Chief  Medical  Director  or  Assistant  Chief 
Medical  Director,  $8,500;  or 

2.  Applicable  to  all  other  individuals  as  follows: 

a.  Full-time  status,  $2,000;  and 

b.  Tenure  of  service  with  DM&S  as  follows: 

(1)  completion  of  probationary  period  or  3  years,  whichever 
is  the  lesser,  $1,000;  or 

(2)  completion  of  7  years,  $2,000; 

c.  Scarcity  of  medical  speciality,  $2,000;  and 

3.  Applicable  to  any  eligible  individual,  continuing  education  certifi- 
cation, $500. 

The  Chief  Medical  Director  has  identified  as  "scarce  specialty" 
categories,  anesthesiology,  radiology,  pathology,  paraplegic  medicine, 
and  physiatry  (rehabilitation  medicine).  Only  personnel  in  these 
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specialities  receive  the  extra  incentive  pay  amounts  provided  for 
scarce  specialities. 

Under  the  law,  part-time  physicians  and  dentists  receive  a  pro- 
rated amount  of  "incentive  special  pay"  (except  for  the  pay  component 
for  full-time  status  which  is,  of  course,  not  provided  at  all).  Regula- 
tions further  provide  that  part-time  employees  receiving  "incentive 
special  pay"  under  the  responsible  position  category  (that  is,  in  group 
1,  above)  have  the  base  amount  reduced  by  $2,000  before  prorating  is 
applied. 

Finally,  by  law,  primary  and  incentive  pay  is  reduced  by  the  amount 
of  the  pay  increase  in  the  October  1975  raise  in  Federal  salaries. 

To  receive  the  additional  pay,  physicians  and  dentists  must  sign  a 
contract  to  remain  with  the  VA  for  1  to  4  years.  Those  leaving  before 
the  end  of  one  year  must  return  the  entire  amounts  received. 

On  December  14,  1979,  the  Chairman  of  the  Subcommittee  on 
Medical  Facilities  and  Benefits,  the  Honorable  David  E.  Satterfield 
III,  introduced  H.R.  6153,  the  Veterans'  Administration  Physicians' 
and  Dentists'  Pay  Comparability  Act  of  1980.  The  bill  was  designed 
to  increase  the  special  pay  of  VA  physicians  and  dentists  to  approach 
comparability  with  Department  of  Defense  physicians  and  dentists 
pay,  employing  the  existing  methodology  and  pay  structure.  In  addi- 
tion, the  bill  would  provide  permanent  authority  to  enter  into  the 
special  pay  agreements. 

H.R.  6534,  the  Veterans'  Administration  Health  Professional 
Scholarship  Act  of  1980,  was  introduced  by  Chairman  Ray  Roberts  on 
February  19,  1980.  The  Chairman  intended  H.R.  6534  as  comple- 
mentary legislation  in  conjunction  with  H.R.  6153,  to  provide  long- 
term  recruiting  solutions  for  Department  of  Medicine  and  Surgery 
health  care  professional  staffing  problems.  It  would  offer  scholarships 
for  individuals  to  complete  medical  and  nursing  school  and  would 
ultimately  provide  the  VA  medical  system  with  high  quality,  well- 
trained,  young  medical  personnel. 

The  Subcommittee  on  Medical  Facilities  and  Benefits  conducted  an 
oversight  hearing  on  February  4,  1980.  Testimony  was  received  from: 
The  American  Legion;  AMVETS;  the  Disabled  American  Veterans; 
the  Veterans  of  Foreign  Wars;  the  Paralyzed  Veterans  of  America, 
Inc. ;  the  Veterans  of  World  War  I ;  the  National  Association  of  VA 
Dentists;  the  National  Association  of  VA  Physicians;  the  Physicians 
National  House  Staff  Association;  the  Association  of  American  Medi- 
cal Colleges;  the  American  Federation  of  Government  Employees; 
Chiefs  of  Staff  from  four  Veterans  Administration  Medical  Centers; 
and  the  Chief  Medical  Director  of  the  Veterans  Administration. 

On  April  17,  1980,  the  Subcommittee  recommended  a  clean  bill 
(H.R.  7102)  to  the  full  Committee,  encompassing  the  provisions  of 
H.R.  6153  and  H.R.  6534.  On  Apiil  24,  1980,  the  full  Committee,  by 
unanimous  voice  vote,  ordered  H.R.  7102  reported  to  the  House  for 
consideration. 

SUMMARY  OF  THE  BILL 

Basic  Purpose 

The  basic  purpose  of  H.R.  7102  is  to  improve  the  recruiting  and 
retention  of  health  care  professionals  in  the  Veterans  Administration 
hospital  system  through  institution  of  more  adequate  and  comparable 
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schedules  of  compensation  and  by  the  establishment  of  a  scholarship 
program  for  training  of  physicians,  dentists,  nurses  and  certain  other 
health  care  professionals. 

The  Veterans  Administration  reported  to  your  Committee  in  the 
last  quarter  of  fiscal  year  1978  that  the  VA's  ability  to  recruit  and 
retain  an  adequate  staff  of  physicians  continued  to  decline.  In  1978, 
losses  of  full-time  physicians  exceeded  gains  by  10  percent.  Recruit- 
ment became  increasingly  difficult,  especially  in  the  subspecialties. 
In  that  year,  over  70  percent  of  all  offers  for  full-time  positions  were 
refused  by  the  candidates.  The  average  time  required  to  recruit  a 
full-time  physician  was  almost  ten  months,  with  some  scarce  special- 
ties requiring  more  than  twenty  months.  Due  to  the  impact  of  sky- 
rocketing inflation,  the  situation  is  deteriorating  further  because  of 
the  increasing  disparity  in  pay  comparability. 

The  pay  portion  of  the  reported  bill  is  designed  as  a  permanent  pay 
plan  which  utilizes  the  structure  and  methodology  of  current  law. 
Comparability  with  the  compensation  of  other  Federally  employed 
health  care  professionals  is  achieved  through  increases  in  maximum 
special  pay  as  a  product  of  increases  in  primary  and  incentive  special 

In  addition,  the  reported  bill  establishes  a  Veterans  Administration 

Health  Professional  Scholarship  Program,  which  is  designed  to  main- 
tain in  the  Department  of  Medicine  and  Surgery  400  young  doctors 
and  600  nurses  when  fully  implemented. 

The  reported  bill  also  makes  various  changes  in  current  law  in  the 
areas  of  VA  determination  of  non-service-connected  veterans'  ina- 
bility to  defray  medical  expenses;  adherence  to  established  policy  in 
the  relationship  between  the  Deans'  Committees  and  affiliated  VA 
hospitals ;  reporting  requirements  for  VA  excessing  of  land ;  repeal  of 
authority  for  VA  long-term  leases  of  real  property ;  an  increase  in  State 
nursing  home  bed  ratios;  and  certain  other  technical  amendments. 

The  bill,  as  reported,  contains  the  following: 

TITLE  i:  PHYSICIANS  AND  DENTISTS  PAY  COMPARABILITY 

Title  I  will  provide  an  increase  to  a  maximum  of  $22,000  and  $11,000 
respectively  in  the  special  pay  for  VA  physicians  and  dentists,  com- 
pared with  $13,500  and  $6,700  respectively  this  past  year.  There  has 
not  been  an  adjustment  in  this  special  pay  since  its  original  authori- 
zation five  years  ago. 

The  1975  'special  pay'  Act  was  designed  to  reverse  the  unsatisfactory 
recruiting  and  retention  trends  for  VA  physicians  and  dentists.  In 
addition  it  was  designed  to  slow  the  rapid  increase  in  foreign  medical 
graduates  coming  into  the  medical  system.  For  two  years,  the  special 
pay  authorization  was  successful  in  countering  these  trends,  but  as 
the  value  of  the  special  pay  decreased  due  to  inflationary  factors, 
the  trends  again  resumed  their  undesirable  patterns. 

Title  I  is  designed  as  a  permanent  pay  plan  which  utilizes  the  exist- 
ing legal  structure  and  methodology.  Significant  features  of  this  Title 
are: 

Maximum  special  pay  increased  from  $13,500  to  $22,000. 

Primary  special  pay  increased  from  $5,000  to  $6,900. 

Incentive  special  pay  increased  from  $8,500  to  $15,100. 
Emphasis  on  full-time  employment. 
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Full-time  incentive  pay  increased  from  $2,000  to  $6,000. 
Part-time  pay  increases  limited  to  primary  special  pay, 
except  for  Board  certification. 

Provides  retirement  credit  for  special  pay  in  computing 
annuity  if  full-time  employee  15  years  or  more. 
Approaches  comparability  with  Department  of  Defense  and 
Public  Health  Service  pay. 

Provides  incentive  special  pay  for  Board  certifications. 
Provides  incentive  special  pay  for  service  in  certain  remote 
areas  with  a  scarcity  of  physicians  or  dentists. 

Resolves  Civil  Service  reorganization  status  of  title  38  em- 
ployees (i.e.,  not  included  in  SES). 

Provides  special  pay  for  certain  reemployed  annuitants. 
These  proposed  increases  will  ensure  a  nominal  comparability  with 
Department  of  Defense  and  Public  Health  Service  Physicians  pay, 
which  was  reported  by  the  House  Armed  Services  Committee  on 
April  1,  1980  (H.R.  6982,  H.  Rept.  96-904). 

TITLE  II :  VETERANS  ADMINISTRATION  HEALTH  PROFESSIONAL 
SCHOLARSHIP  PROGRAM 

This  Title  will  provide  scholarships  for  individuals  to  complete 
medical  and  nursing  school.  The  legislation  will  help  solve  many  of 
the  long-range  problems  now  confronting  the  Veterans  Administra- 
tion's Department  of  Medicine  and  Surgery  in  recruiting  and  retain- 
ing physicians,  dentists  and  nurses.  It  would  substantially  increase  the 
quantity  and  quality  of  full-time  physicians  employed  by  the  Depart- 
ment; reduce  substantially  the  need  for  the  VA  to  spend  millions  of 
dollars  annually  in  contracting  for  critical  services  such  as  radiology, 
pathology,  anesthesiology,  etc.;  which  exceeded  $15,000,000 last  year; 
bring  about  a  drastic  reduction  in  the  number  of  foreign  medical 
graduates  employed  by  the  Department  which  is  now  almost  37  per- 
cent of  all  employed  VA  physicians;  and  maintain  in  the  VA  health 
care  delivery  system  400  young  doctors  and  600  nurses  when  fully 
implemented . 

The  provisions  of  Title  II  are : 

I.  Physicians 

A.  All  scholars  are  assumed  to  be  full-time. 

B.  Length  of  scholarship  is  4  years  at  $19,320/year: 

Tuition  $13,  000 

Expenses  and  fees   500 

Living   5,  820 

C.  Physicians  will  owe  the  VA  up  to  a  maximum  of  6  years  of 
service : 

1.  Scholarship — 1  year  of  service  for  each  year  in  medical 
school  (maximum  of  4  years  of  medical  school) ;  and 

2.  Residency — %  year  of  service  for  each  year  of  graduate 
medical  education  (maximum  of  4  years  of  graduate  medical 
education  (G.M.E.)). 

D.  The  following  attrition  rates  are  assumed: 

1.  16  percent  before  beginning  2nd  year  in  medical  school; 

2.  An  additional  5  percent  of  the  first  year  class  before  begin- 
ning 3rd  year  in  medical  school ; 
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3.  An  additional  2  percent  of  the  first  year  class  before  begin- 
ning 4th  year  in  medical  school ; 

4.  An  additional  2  percent  of  the  first  year  class  before  begin- 
ning G.M.E.;  and 

5.  No  attrition  once  G.M.E.  commences. 

E.  10  percent  of  first  year  G.M.E.  class  elects  to  repay  obligated 
service  after  completion  of  first  year  G.M.E.  Remainder  completes 
4  years  G.M.E. 

F.  Half  of  those  who  complete  4  years  G.M.E.  are  used  to  replace 
contract  physician  services  during  their  period  of  obligated  employ- 
ment. Upon  completion  of  obligated  employment,  half  of  those  who 
replaced  contract  physician  services  will  remain  in  that  capacity  (i.e., 
one-quarter  of  each  group  which  completed  4  years  G.M.E.). 

G.  Special  Pay: 

1.  No  special  pay  will  be  paid  to  those  who  have  less  than 
3  years  total  obligated  VA  employment. 

2.  Special  pay  will  be  paid  to  those  who  have  more  than  3  years 
obligated  VA  employment,  but  only  after  having  served  the  first 

3  years  of  such  obligated  employment.  During  that  time  when 
special  pay  is  to  be  paid,  it  will  be  paid  at  one-half  the  normal 
rate  until  completion  of  obligated  service. 

3.  According  to  the  VA  Controller's  report,  COIN  PAID  34, 
dated  February  28,  1979,  average  annual  special  pay  for  each 
full-time  physician  eligible  and  receiving  special  pay  is  $7,422, 
and  this  is  assumed  to  be  constant. 

4.  Projected  annual  special  pay  for  each  full-time  physician, 
eligible  and  receiving  special  pay,  according  to  Title  I,  is  $13,396 
and  this  is  assumed  to  be  constant. 

H.  Salary: 

1 .  All  physicians  who  commence  obligated  VA  employment  will 
be  paid  at  the  title  38  rate  for  physicians  at  the  Intermediate 
Grade,  Step  1  (Intermediate  1).  Step  increases  occur  at  2-year 
increments. 

2.  One  half  of  those  who  complete  4  years  G.M.E.  are  assumed 
to  become  board  certified  before  completion  of  the  first  year  of 
obligated  service.  At  that  time,  their  salaries  become  Intermediate 

4  with  step  increases  occurring  in  2-year  increments  thereafter. 

3.  Those  who  complete  4  years  G.M.E.  but  who  do  not  become 
board  certified  by  the  end  of  the  first  year  of  obligated  service  will 
become  board  certified  by  the  end  of  the  second  year  of  obligated 
service,  at  which  time  their  salaries  become  Intermediate  4  as 
above. 

4.  No  promotions  are  offered  above  intermediate  grade 
during  the  period  of  obligated  employment.  Once  obligated  em- 
ployment has  been  fulfilled,  these  physicians  are  assumed  to 
revert  to  Senior  Grade,  Step  7  (Senior  7),  the  point  at  which  they 
would  normally  be  at  the  end  of  6  years  if  their  entry  level  had 
been  Senior  4. 

II.  Contract  Physician  Services: 

1.  Average  contract  cost,  according  to  Physician  Recruitment 
and  Staffing  Report,  RCS  17-5,  dated  9/30/79,  is  $92,241/FTEE. 
This  is  assumed  to  be  constant. 
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III.  Nurses 


A.  All  scholars  are  assumed  to  be  full-time. 


$l,  500 
500 
4,  500 


C.  Nurses  will  owe  the  VA  up  to  a  maximum  of  4  years  of  service — 1 
year  of  service  for  each  year  spent  in  nursing  school  (maximum  of  4 
years  in  nursing  school). 

D.  The  following  attrition  rates  are  assumed: 

1.  16  percent  before  beginning  of  2nd  year  in  nursing  school; 

2.  An  additional  5  percent  of  the  first  year  class  before  begin- 
ning 3rd  year  in  nursing  school; 

3.  An  additional  2  percent  of  the  first  year  class  before  begin- 
ning 4th  year  in  nursing  school;  and 

4.  An  additional  2  percent  of  the  first  year  class  before  gradua- 
tion from  nursing  school. 


Section  301  would  authorize  the  Administrator  to  look  beyond  the 
statement  under  oath  that  certain  veterans  must  sign  prior  to  admis- 
sion to  VA  medical  facilities  for  treatment.  This  proposal  would  en- 
sure that  non-service-connected  veterans  under  65  years  of  age 
who  are  not  eligible  for  Medicaid  or  VA  pension  benefits  and  who 
possess  the  financial  means,  including  medical  insurance,  as  determined 
by  the  Administrator,  use  facilities  other  than  VA  for  their  medical 
treatment  when  they  can  afford  to  do  so.  The  Congressional  Budget 
Office  estimates  that  this  provision  will  result  in  a  cost  savings  of  $109 
million  annually. 

Section  302  would  ensure  adherence  to  established  policy  of  VA 
Policy  Memorandum  No.  2,  which  defines  the  relationship  between 
medical  school  Dean's  Committees  and  affiliated  VA  hospitals.  This 
is  defined  as  one  in  which  the  VA  has  responsibility  for  care  of  pa- 
tients, including  professional  treatment,  and  the  medical  school  accepts 
responsibility  for  graduate  education  and  training. 

Section  303  would  require  the  Administrator  to  report  to  the  Com- 
mittees on  Veterans'  Affairs  of  the  Senate  and  House  of  Representa- 
tives the  facts  concerning  proposed  transfer  of  excess  VA  real  property 
to  another  Federal  agency  or  a  State  (or  any  political  subdivision  of  a 
State).  This  section  would  also  amend  section  5070  of  title  38  by 
eliminating  the  Administrator's  authority  to  lease  land,  property 
and  equipment  to  any  eligible  institution. 

Section  304  would  increase  the  State  veterans  nursing  home  bed 
ratio  per  thousand  of  a  State's  veteran  population,  contained  in 
Section  5034(1)  of  title  38,  U.S.C.,  from  2%  to  4. 

Section  305  would  repeal  the  requirement  that  recipients  of  health 
care  personnel  training  grants  substantially  increase  the  number  of 
individuals  receiving  training,  as  mandated  by  Section  5093  of  title  38, 

Section  306  would  amend  Section  8  of  Public  Law  95-520,  the 
Veterans  Administration  Programs  Extension  Act  of  1978,  by  extend- 
ing the  date  of  the  report  of  the  study  mandated  bv  that  Act  from 
February  1,  1980  to  February  1,  1981. 


TITLE  Hi:  MISCELLANEOUS  AMENDMENTS 
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DISCUSSION  OF  THE  BILL 

Title  1:  Physicians  and  Dentists  Pay  Comparability 

During  its  study  of  the  recruiting  and  retention  problems  of  VA 
physicians  and  dentists,  the  Committee  became  aware  that  a  major 
concern  of  these  health  care  professionals  was  the  impermanence  of  the 
special  pay  authority  and  the  professionals'  inability  to  make  long 
range  income  and  retirement  determinations  under  present  law.  In 
order  to  correct  these  deficiencies,  the  Committee  included  provisions 
to  make  the  authority  permanent  and  to  authorize  the  consideration 
of  special  pay  as  basic  pay  for  Civil  Service  retirement  purposes  in  the 
case  of  physicians  and  dentists  who  have  been  employed  by  the 
DM&S  on  a  full-time  basis  for  fifteen  or  more  years.  This  feature  was 
specifically  designed  to  encourage  full-time  employment  with  the 
DM&S.  The  Committee  also  amended  Section  4118(a)  of  title  38, 
USC,  to  correct  the  inequity  suffered  by  certain  DM&S  physicians 
and  dentists  who  were  mandatorily  retired  at  age  70  in  accordance 
with  the  then  current  law  and  who  could  only  continue  to  serve 
DM&S  as  a  reemployed  annuitant  without  special  pay  eligibility. 
With  the  passage  of  Public  Law  95-256,  Age  Descrimination  in  Em- 
ployment Act  Amendments  of  1978,  mandatory  retirement  at  age  70 
was  repealed  and  those  who  attained  age  70  on  or  after  that  date  are 
not  forced  to  retire  and  can  continue  to  serve  DM&S  with  continued 
special  pay  entitlement.  This  amendment  will  provide  special  pay 
eligibility  to  those  physicians  and  dentists  forced  to  retire  at  age  70, 
but  not  to  those  reemployed  annuitants,  who  voluntarily  retired  and 
then  chose  reemployment  with  DM&S. 

The  Committee  has  also  included  an  amendment  to  title  38,  Chapter 
73,  USC,  to  exclude  Department  of  Medicine  and  Surgery  employees 
from  the  Senior  Executive  Service  (SES),  an  institution  established 
by  recent  enactment  of  the  Civil  Service  Reform  Act  of  1978. 

Chairman  Ray  Roberts  voiced  his  opposition  to  this  legislation  dur- 
ing the  floor  debate.  He  stated: 

"First,  the  Senior  Executive  Service  proposed  in  title  IV 
of  the  bill  would  create  a  totally  new  personnel  system  en- 
compassing most  Government  executives  in  positions  above 
GS-15  and  below  executive  level  III,  or  their  equivalents. 
Among  the  equivalents  which  would  be  covered  are  ap- 
proximately 400  managers  in  the  Veterans  Administration's 
Department  of  Medicine  and  Surgery  including  the  Direc- 
tors and  Chiefs  of  Staff  of  most  of  our  172  VA  hospitals  and 
Department  of  Medicine  and  Surgery  executive  positions  in 
the  Central  Office."  (124  Cong.  Rec.  H  8465  (daily  ed. 
Aug.  11,  1978).) 

Chairman  Roberts  then  noted  several  conflicts  between  the  provi- 
sions relating  to  the  SES  and  those  authorizing  the  title  38  personnel 
system.  Among  the  differences  he  noted  were  those  relating  to  the 
scope  of  the  inclusion  of  VA  medical  personnel  in  the  Service;  the 
staffing  and  appointment  authority;  the  pay  provisions;  and  the  per- 
formance evaluation  provisions. 

Testimony  received  by  the  Committee,  confirmed  the  fact  that 
remuneration  is  the  single  most  significant  factor  in  the  recruitment 
and  retention  of  quality  health  care  professionals.  The  Veterans'  Ad- 
ministration Physician  and  Dentist  Pay  Comparability  Act  of  1975, 
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Public  Law  94-123,  as  amended  to  extend  authority  through  Sep- 
tember 30,  1981,  was  intended  to  be  temporary,  stop-gap  legislation  to 
provide  adequate  compensation  until  permanent  legislation  could  be 
enacted.  That  objective  notwithstanding,  the  Act  and  extensions  of  it 
have  been  in  effect  for  roughly  five  years.  Although  it  was  initially 
effective  in  meeting  stated  legislative  goals  of  recruiting  and  retaining 
VA  physicians  and  dentists,  it  has  since  lost  much  of  its  efficacy 
because  of  inflation's  erosion  of  the  dollar.  This  inflation  is  unprec- 
edented, not  only  by  its  steepness  of  percentage  increase  but  also  by 
its  suddenness. 

This  unanticipated,  precipitate  inflation  requires  expedition  in  en- 
acting new,  permanent  legislation  to  bring  health  care  specialists' 
compensation  back  in  line  with  that  of  other  salaried  medical  profes- 
sionals. There  exists  today  a  measurable  and  alarming  decline  in  the 
Veterans  Administration's  ability  to  recruit  and  retain  an  adequate 
staff  of  physicians.  In  1978,  losses  of  full-time  physicians  exceeded 
gains  by  ten  percent. 

In  testimony  before  the  Subcommittee  on  Medical  Facilities  and 
Benefits  on  February  4,  1980,  Doctor  Donald  Custis,  Chief  Medical 
Director  of  the  Veterans  Administration,  stated : 

"Since  1977,  the  Department  of  Medicine  and  Surgery  has 
had  a  net  gain  of  only  49  physicians.  However,  since  July  1, 
1978,  the  department  has  experienced  a  net  loss  of  199  full- 
time  physicians.  During  fiscal  year  1978,  the  losses  of  full- 
time  physicians  in  DM&S,  having  less  than  three  years 
service,  accounted  for  over  42  percent  of  all  full-time  phy- 
sician losses  and  of  particular  concern  to  us  is  the  fact  that 
the  highest  loss  rate  during  the  past  four  fiscal  years  is  in 
the  25-34  age  group. 

Recruitment  is  becoming  increasingly  difficult,  with  periods 
required  to  recruit  averaging  almost  10  months  and  recruit- 
ment for  some  medical  specialists  taking  between  one  and  two 
years  in  many  cases.  Some  specialists  are  virtually  impossible 
to  recruit. 

This  problem  has  been  a  primary  cause  of  the  increasing 
use  of  contract  specialists  in  VA  medical  centers.  We  currently 
have  approximately  250  equivalent  contract  physicians,  cost- 
ing almost  $15  million  per  year. 

In  my  opinion,  we  are  today  marginally  staffed.  These 
statistics  point  out  our  current  inability  to  recruit  and 
retain  an  adequate  medical  staff.  A  survey  of  former  VA 
physicians  conducted  in  1976  indicated  that  a  large  majority 
terminated  their  employment  with  the  Veterans  Adminis- 
tration because  of  noncompetitive  salary,  fringe  benefits, 
and  retirement  benefit  considerations. 

Although  we  have  not  repeated  the  survey,  we  believe  that 
these  are  the  predominant  reasons  for  the  increasing  difficul- 
ties we  are  experiencing  in  recruiting  and  retaining  physicians. 

The  retention  of  qualified  dentists  is  essential  since  they 
function  as  an  integral  part  of  the  DM&S  comprehensive 
patient  care  system.  Much  of  the  success  we  now  enjoy  in  this 
regard  can  be  directly  attributed  to  P.L.  94-123.  During  the 
three  fiscal  years  prior  to  enactment,  the  average  annual  loss 
rate  for  dentists  was  13.6  percent.  Since  enactment,  the  rate 
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dropped  markedly  to  4.8  percent  at  the  end  of  fiscal  year 
1979.  Although  existing  pay  legislation  for  VA  dentists  has 
been  beneficial,  current  pay  levels  are  not  comparable  to 
those  of  their  counterparts  in  the  uniformed  services.  Fur- 
thermore, special  pay  provisions  contained  in  the  anticipated 
DOD  legislation  will  further  widen  this  disparity. 

The  1979  report  to  Congress  on  the  Impact  of  Special 
Pay  on  Recruitment  and  Retention  of  Physicians  and  Den- 
tists included  comparative  salary  data  that  further  illustrated 
our  comparative  disadvantage.  The  fact  that  the  consumer 
price  index  has  increased  by  more  than  45  percent  and  special 
pay  has  not  been  increased  at  all  during  this  period  accounts 
for  most  of  the  current  comparability  gap  ....  We  feel 
strongly  that  steps  must  be  taken  to  reverse  these  trends  . 
and  to  establish  once  again  VA  employment  both  full-time 
and  part-time,  as  a  viable  and  competitive  career  choice  for 
highly  qualified  physicians. 

Such  a  medical  staff,  with  the  proper  mix  of  full-time  and 
part-time  physicians,  both  generalists  and  medical  specialists, 
and  having  certified  qualifications,  is  the  very  foundation  for 
the  provision  of  high-quality  medical  care." 

Witnesses  testifying  before  the  Committee  have  indicated  that  over 
seventy  percent  of  all  offers  of  full-time  VA  employment  were  rejected 
by  physician  candidates.  The  average  time  required  to  recruit  a  full- 
time  physician  was  almost  ten  months,  with  some  scarce  specialties 
requiring  over  twenty  months. 

In  addition,  the  VA  is  experiencing  extreme  problems  with  full-time 
physicians  converting  to  part-time.  10,324  physicians  are  currently 
employed.  Of  this  number,  3,977  are  part-time.  In  32  VA  hospitals, 
the  majority  of  physicians  are  part-time.  At  seven  hospitals,  the  Chief 
of  Staff  is  a  part-time  physician. 

Chairman  Satterfield  of  the  Subcommittee  on  Medical  Facilities  and 
Benefits  expressed  grave  concern  at  the  hearing  conducted  on  Febru- 
ary 4,  1980,  that  seven  Chiefs  of  Staff,  who  are  the  clinical  heads  of  the 
VA  hospitals,  were  part-time  employees.  In  his  testimony  on  that 
date,  the  Chief  Medical  Director,  Doctor  Donald  Custis,  assured  the 
Chairman  and  Members  of  the  Subcommittee  that  he  now  has  an 
established  policy  that  VA  hospital  Chiefs  of  Staffs  will  be  full-time 
employees  of  DM&S.  The  residual  of  seven  part-time  Chiefs  of  Staff 
will  be  replaced  with  full-time  doctors  by  means  of  attrition. 

Another  problem  adversely  affecting  the  Veterans  Administration 
health  care  delivery  system  is  the  increasing  number  of  foreign  medical 
graduates  employed  in  the  Department  of  Medicine  and  Surgery. 
VA  medical  centers  have  recruited  substantial  numbers  of  foreign 
medical  graduates  to  meet  increasing  patient  care  demands.  As  of 
February  28,  1979,  37.9  percent  of  all  full-time  physicians  were  foreign 
medical  graduates  and  24.6  of  all  part-time  physicians  were  foreign 
medical  graduates.  Although  the  quality  of  medical  care  may  not  have 
declined  due  to  the  influx  of  foreign  medical  graduates,  cultural 
and  language  differences  make  service  in  VA  hospitals  difficult  for  the 
veteran-patient  as  well  as  for  the  physician.  It  is  almost  axiomatic 
that  United  States  veterans  should  be  cared  for  by  United  States 
trained  physicians. 
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The  Veterans'  Administration  Physician  and  Dentist  Pay  Com- 
parability Act  of  1975,  Public  Law  94-123,  was  enacted  October  22, 
1975,  but  became  effective  October  12,  1975.  Since  then,  it  has  been 
amended  three  times. 

Public  Law  94-581  extended  Public  Law  94-123  for  one  year. 

Public  Law  95-201  extended  for  one  additional  year  the  provision 
which  permits  the  VA  to  enter  into  special  pay  agreements  with 
physicians  and  dentists  with  the  limitation  that  no  agreement  can 
expire  later  than  September  30,  1981.  It  also  requires  that  all  new 
physician  and  dentist  hires  (appointments  subsequent  to  December 
13,  1977,  along  with  other  direct  care  personnel)  possess  basic  pro- 
ficiency in  written  and  spoken  English. 

The  latest  termination  date  for  extending  the  VA's  ability  to  enter 
into  special  pay  agreements  is  September  30,  1981,  as  provided  by 
Public  Law  95-520. 

Training  in  the  English  language  was  mandated  under  the  second 
amendment  for  those  physicians,  dentists  and  other  direct  health 
care  personnel  who  require  that  language  for  proper  performance  of 
their  medical  duties.  Prior  to  April  30,  1978,  it  required  reevaluation 
of  the  need  for  special  pay  in  light  of  the  executive  level  pay  increase 
which  was  effective  February  27,  1977.  Finally  it  required  identifica- 
tion of  staff  members  who  are  fluent  in  the  language  of  veterans 
having  limited  English  speaking  ability  in  order  to  provide  guidance 
to  them  and  to  other  staff,  and  to  bridge  linguistic  and  cultural 
differences. 

During  the  first  year  after  enactment  of  Public  Law  94-123,  the 
number  of  full-time  physicians  on  duty  in  DM&S  increased  each 
quarter.  The  greatest  increase  (4.4  percent)  occurred  during  the 
months  of  July  through  September.  This  period  corresponds  to  the 
end  of  one  academic  year  and  the  beginning  of  the  next.  Consequently, 
physicians  and  dentists  who  were  holding  academic  positions  prior  to 
VA  appointment,  and  who  were  hired  by  the  VA  directly  from  the 
medical  school  environment,  would  usually  commence  their  duties 
after  their  academic  contracts  terminated  or  after  training  ended. 

Generally,  during  the  past  11  years,  there  has  been  a  pattern  of 
attrition  throughout  any  given  year  from  the  number  of  full-time 
physicians  on  duty  as  of  the  end  of  the  fiscal  year  on  September  30. 
The  usual  attrition  pattern  did  not  occur  during  the  two  years  begin- 
ning October  1,  1974,  for  two  reasons: 

1.  About  October  1,  1974,  anticipation  of  special  pay  legislation 
may  have  induced  some  physicians  to  delay  leaving  VA  employment ; 
and 

2.  Physicians  appointed  during  the  first  year  of  Public  Law  94-123 
entered  into  special  pay  agreements  and  stayed  with  DM&S  for  at 
least  one  year.  (This  is  the  minimum  period  of  service  which  must  be 
fulfilled  under  a  special  pay  agreement;  otherwise,  such  physicians 
are  required  to  refund  any  special  pay  received.  Only  during  fiscal 
year  1981  will  it  be  possible  to  have  agreements  with  less  than  a 
1-year  duration.) 

Subsequent  to  September  30,  1976,  the  attrition  patterns  have 
clearly  reverted  to  those  previously  experienced,  even  though  the 
numbers  of  employed  physicians  have  reached  new  high  levels. 

The  recent,  unprecedented  increase  in  the  inflation  rate  is  having  a 
marked  effect  on  recruitment.  It  can  be  anticipated  that  without  the 
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enactment  of  legislation  to  provide  a  competitive  remuneration  sched- 
ule, attrition  will  increase  at  the  same  time  that  accessions  are  de- 
clining. The  result  will  be  a  predictable — and  unsatisfactory — 
diminution  of  health  services  to  the  Nation's  veterans. 

Title  II:  Veterans  Administration  Health  Professional  Scholarship 
Program 

Chairman  Roberts  originally  introduced  H.R.  6534,  the  Veterans' 
Administration  Health  Professional  Scholarship  Act  of  1980,  on 
February  19,  1980.  He  designed  the  measure  to  address  the  long-term 
problems  of  doctor  and  nurse  staffing  of  the  Department  of  Medicine 
and  Surgery.  While  Title  I  of  this  bill  (formerly  H.R.  6153)  should 
have  an  early  effect  on  the  recruiting  of  health  care  professionals, 
the  Chairman  was  concerned  that  adequate  planning  to  remedy 
recruiting  of  DM&S  staff  in  the  long  term  was  not  in  evidence. 

This  proposed  VA  Scholarship  Program  under  the  general  mandate 
of  assisting  "in  providing  an  adequate  supply  of  health  manpower  to 
the  Nation"  (USC  38,  Section  4101(b))  would  eventually  maintain  an 
estimated  400  young  physicians  (both  allopathic  and  osteopathic)  and 
600  nurses  in  the  VA  system  when  the  program  is  fully  implemented. 
They  would  enter  at  lower  grades  and  receive  lower  special  pay  during 
their  obligated  service  period,  thus  reducing  the  existing  grade  compac- 
tion. Following  the  first  three  years  of  obligated  service,  participants  in 
the  scholarship  program  would  receive  half  the  special  pay  to  which 
they  would  otherwise  be  entitled.  This  provides  a  "bridge"  to  full 
pay  status  in  recognition  of  obligated  service  being  tied  to  comple- 
tion of  graduate  medical  education  and  the  additional  obligation 
thereby  incurred.  These  young  doctors  would  progress  to  full  pay 
status  on  completion  of  their  obligated  service  period  and  would  be  in 
an  excellent  position  to  gain  added  salary  through  board  certifications, 
service  in  the  system,  full  bonus  pay,  retirement  credit,  and  increasing 
grade  and  responsibility  levels. 

At  the  Joint  House/Senate  Veterans'  Affairs  Committees  oversight 
hearing  held  October  25,  1979,  the  VA  acknowledged  that  it  was 
experiencing  problems  in  recruiting  and  retaining  nursing  staff  in 
certain  locations.  The  national  average  turnover  rate  was  12.8  percent 
per  year  for  registered  nurses  as  of  September  1979.  The  inability  to 
recruit  nurses  has  caused  temporary  bed  closings  in  some  instances, 
thereby  curtailing  services  to  eligible  veterans.  The  Committee  is  well 
aware  of  this  situation  and  believes  that  the  inclusion  of  nurses  in  the 
VA  Scholarship  Program  will  be  an  added  resource  to  aid  recruitment 
and  retention  of  nurses.  Assigning  these  nurses  in  critical  shortage 
areas  will  benefit  the  VA,  the  veteran  patient,  and,  ultimately  the 
Nation.  Again,  the  VA  and  the  Federal  Government  will  derive  the 
benefit  of  the  scholarship  program  participant's  obligated  service,  and 
the  involved  communities  will  benefit  indirectly  by  having  an  addi- 
tional outside  source  of  registered  nurses. 

This  program  differs  from  the  military  manpower  (DOD  program) 
or  underserved  community  (PHS  program)  needs,  in  that  it  is  designed 
to  recruit  certain  disciplines  and  specialty  categories  needed  in  DM&S. 
These  disciplines  (medicine  and  nursing)  and  physician  specialty 
categories  correspond  with  the  needs  of  the  Nation.  The  program  does 
not  increase  the  numbers  of  students  in  the  pipeline  per  se  but  rather 
creates  a  cadre  of  students  in  these  critical  areas  obligated  to  the  VA. 
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Emphasis  in  the  awarding  of  these  scholarships  in  specialty  categories 
in  the  VA,  such  as  psychiatry,  PM&R,  general  internal  medicine  and 
anesthesiology,  will  simultaneously  meet  the  Nation's  needs  in  these 
medical  specialities. 

The  program  also  provides  for  a  "bridging"  between  the  obligated 
service  period  and  a  full-time  position  in  the  VA.  The  obligated  phy- 
sician would  receive  half  special  pay  during  the  remaining  obligated 
service  of  the  first  three  years.  This  would  be  in  recognition  of  the  ac- 
crued obligation  during  the  period  of  deferral  in  a  VA-involved  GME 
program.  This  feature  has  the  effect  of  reducing  an  obligated  physician's 
inclination  to  immediately  leave  DM&S  upon  completion  of  obligated 
service.  It  does  not  apply  to  nurses  nor  is  it  intended  to  provide 
similar  inducements  in  this  health  discipline. 

This  program  is  a  logical  extension  of  the  health  manpower  training 
mission  of  the  DM&S.  The  VA,  as  a  major  national  health  care  pro- 
vider, and  with  a  demonstrated  history  of  training  future  health  care 
professionals  for  the  Nation,  is  uniquely  qualified  to  manage  and  benefit 
from  this  scholarship  program.  The  VA,  affiliated  with  104  of  the 
Nation's  medical  schools,  already  has  close,  mutually  beneficial  working 
relationships  with  these  U.S.  medical  schools.  The  VA  Scholarship  Pro- 
gram will  be  similar  to  programs  already  established  in  the  Department 
of  Defense  and  the  Department  of  HEW.  The  VA  program  will  have  the 
same  basic  goals  and  results  as  the  other  Federal  programs:  (1)  to 
assist  in  accomplishing  the  agency's  mission;  (2)  to  place  physicians 
and  nurses  in  areas  with  relative  health  manpower  shortages;  and  (3) 
to  assist  in  meeting  the  health  manpower  needs  of  the  Nation.  The 
VA  program  will  be  considerably  more  cost  efficient  than  the  National 
Health  Service  Corps'  scholarship  program  with  savings  from  obligated 
service  in  VA  hospitals  accruing  directly  to  the  benefit  of  the  Federal 
Government.  Clearly,  the  VA  hospital  system  should  also  be  involved 
in  this  program  on  economic  grounds  alone,  notwithstanding  the 
benefit  for  the  veteran  patient  and  the  Nation's  manpower  needs. 

Cost  savings  projections  indicate  an  annual  net  savings  in  the 
second  program  year  of  $412;000  with  an  annual  net  savings  of 
$18,302,000  in  the  10th  program  year.  The  total  cumulative  savings 
to  the  Federal  Government  during  the  23-year  effectiveness  of  this 
10-year  program  will  be  approximately  $126  million. 

Title  III:  Miscellaneous  Amendments 

Standards  for  Presumption  of  Inability  to  Defray  Medical 

Expenses 

Under  existing  law,  a  veteran  of  any  war  or  of  service  after 
January  31,  1955,  who  is  under  age  65,  is  eligible  for  necessary  hospital 
care  for  a  non-service-connected  disability  if  he  or  she  is  unable  to 
defray  the  expenses  of  private  hospital  care.  Section  622  of  title  38, 
United  States  Code,  provides  that  the  statement  under  oath  of  an 
applicant  that  he  or  she  is  unable  to  defray  expenses  for  medical 
care  outside  the  VA  must  be  accepted  by  the  Administrator  as  suf- 
ficient evidence.  The  VA  cannot  deny  hospital  admission  to  a  veteran 
who  files  the  required  statement  of  inability  to  pay,  even  though 
it  may  be  later  ascertained  that  the  veteran  is  able  to  pay  for  his 
or  her  care  elsewhere. 
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Veterans  in  receipt  of  pension  under  any  law  administered  by  the 
Veterans  Administration  are  not  required  to  sign  the  statement  and 
are  automatically  admitted  for  treatment. 

Section  301  of  the  reported  bill  would  automatically  exclude 
service-connected  veterans  and  veterans  eligible  for  Medicaid  benefits 
from  having  to  sign  the  statement  under  oath,  in  addition  to  those 
in  receipt  of  pension  benefits.  On  the  other  hand,  the  proposed  change 
would  modify  that  provision  of  law  that  prohibits  the  Administrator 
from  looking  beyond  the  veteran's  signature  of  inability  to  pay.  It 
would  not  in  any  way  affect  the  current  VA  procedure  requiring  the 
signing  of  a  statement  under  oath  by  the  veteran  before  being  ad- 
mitted for  treatment.  It  would  not  automatically  exclude  any  veteran 
otherwise  eligible  for  treatment  from  receiving  care  in  a  VA  medical 
facility.  It  is  designed  to  allow  the  Administrator  to  determine  whether 
certain  veterans  are  able,  based  on  outside  income,  or  adequate  private 
insurance  coverage,  or  both,  to  receive  treatment  for  non-service- 
connected  disabilities  outside  the  Veterans  Administration. 

The  President's  budget  request  for  fiscal  year  1981  assumes  the  en- 
actment of  proposed  legislation  intended  to  enable  the  VA  to  recover 
from  health  insurance  companies  the  costs  of  providing  non-service- 
connected  hospital,  nursing  home,  or  outpatient  care  to  veterans  under 
age  65  who  have  private  health  insurance  coverage,  to  the  extent  that 
such  coverage  would  provide  for  payment  for  the  same  kind  of  care 
when  furnished  to  them  by  non-VA  sources. 

The  VA  is  precluded  from  such  recoveries  because  almost  all  health 
insurance  policies  exclude  federally-provided  care  from  coverage.  The 
proposed  legislation  would  prohibit  such  exclusionary  clauses  prospec- 
tively— in  new  and  renewed  policies. 

The  Veterans  Administration  estimates  "cost-savings"  of  $321  mil- 
lion in  fiscal  year  1981  if  the  proposed  legislation  were  enacted  and 
fully  implemented  prior  to  October  1,  1980.  The  Veterans  Adminis- 
tration concedes  that  it  would  require  an  expensive  billing  system 
acceptable  to  health  insurors.  The  Agency  has  never  informed  either 
the  House  or  Senate  Committees  on  V eterans'  Affairs  that  it  has,  to 
any  degree,  established  such  a  billing  system. 

The  Committee  is  not  convinced  that  the  "cost-savings"  estimated 
by  the  Administration  would  be  realized.  This  legislative  proposal  has 
been  before  the  Congress  since  1970  and  the  estimated  savings  have 
been  grossly  overestimated  year  after  year.  According  to  the  Congres- 
sional Budget  Office  (March  4,  1980),  an  estimate  of  $213  million 
could  be  possibly  realized  provided  it  were  fully  implemented. 

Although  the  Administration  estimated  that  the  savings  in  fiscal 
year  1981  would  be  $321  million,  its  estimate  in  fiscal  year  1980  for  a 
similar  proposal  was  $218  million.  In  fiscal  year  1979  it  was  $120 
million;  fiscal  year  1978,  $126  million;  fiscal  year  1977,  $130  million  and 
fiscal  year  1976,  $122  million. 

When  the  Agency  submitted  its  legislative  proposal  to  the  Congress, 
its  primary  argument  in  favor  of  the  proposal  was  that  health  insurors 
currently  receive  a  "windfall"  subsidy,  because  premiums  are  collected 
from  insured  veterans  who  utilize  the  VA  health  care  system  and  there- 
fore receive  no  benefit  from  their  private  health  insurance  coverage. 
There  is  no  evidence  before  the  Committee  to  support  this  argument. 
In  fact,  during  hearings  before  the  Senate  Committee  on  Veterans' 
Affairs  on  S.  759,  the  VA  conceded  not  only  that  there  is  no  such  wind- 
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fall  but  also  that  premiums  would  rise  for  all  policyholders,  including 
veterans,  should  the  legislation  be  enacted. 

Even  more  important  are  the  serious  constitutional  issues  that 
would  obviously  be  raised  should  the  third-party  reimbursement  pro- 
posal be  enacted 

In  testimony  before  the  Senate  Committee  on  Veterans'  Affairs  on 
S.  759,  the  spokesman  for  the  Blue  Cross  Association  and  the  Blue 
Shield  Association  said  in  reference  to  the  constitutional  issue : 

"Now  let  me  turn  to  our  contention  that  S.  759  raises 
serious  constitutional  issues.  We  have  little  doubt  that 
Congress  may  choose  to  regulate  the  interstate  aspects  of 
insurance  under  the  Commerce  Clause  and  the  benefits  pro- 
vided veterans  under  its  war  powers.  However,  the  powers 
to  regulate  interstate  commerce  and  to  provide  benefits  for 
veterans  do  not  necessarily  include  the  power  to  regulate 
private  contracts  in  the  fashion  proposed  by  S.  759.  By 
rationalizing  that  the  Congressional  power  to  provide 
veterans'  benefits  gives  rise  to  an  implied  power  to  regulate 
the  private  insurance  business  insofar  as  private  insurers 
contract  with  veterans  as  private  citizens,  we  are  led  in- 
exorably to  conclude  that  Congress  might  regulate  any 
intrastate  activity  where  the  participants  contracted  or 
dealt  with  veterans  in  the  area  of  pensions,  health  benefits, 
etc. 

We  believe  that  the  principal  constitutional  issue,  however, 
is  not  whether  Congress  has  the  power  to  act  in  this  area,  but 
whether  the  action  proposed  in  S.  759  is  in  accord  with  stand- 
ards of  due  process,  equal  protection,  and  freedom  to  con- 
tract. The  essence  of  insurance  is  reimbursement  or  payment 
for  a  liability  incurred  by  an  insured  person.  Under  the  pro- 
posed legislation,  the  insured  person  would  have  no  direct 
loss  or  liability  because  he  or  she  would  not  be  required  to  pay 
for  care  in  a  Veterans  Administration  facility  unless  he  or 
she  had  insurance  and  then  only  to  the  extent  provided  for  by 
the  policy.  The  proposed  bill  would  impose  a  liability  upon 
the  insurer,  not  upon  the  insured.  In  this  manner,  S.  759 
would  take  from  the  carrier,  not  the  insured,  and  would  thus 
interfere  with  the  carrier's  freedom  and  right  to  contract. 

In  Lynch  v.  U.S.,  292  U.S.  571  (1934),  which  involved  a 
challenge  to  the  retroactive  effect  of  a  federal  statute  upon 
vested  rights  contained  in  an  insurance  policy,  the  Supreme 
Court  held  that  Congress  had  no  power  to  reduce  Federal  ex- 
penditures by  abrogating  contract  obligations.  It  seems  that 
S.  759  seeks  to  do  what  the  decision  in  Lynch  prohibits,  that 
is,  to  reduce  federal  expenditures  for  veterans'  health  care, 
thereby  transferring  obligations  of  the  United  States  to  pro- 
vide health  care  for  non-service-connected  disabilities  for  vet- 


The  bill,  as  drafted,  would  seem  to  create  an  insurance 
benefit  for  a  particular  class  of  veterans  (those  with  health  in- 
surance coverage)  who  receive  care  in  a  facility  not  open  to 
the  general  public  or  members  of  the  community.  We  submit 
that  this  policy  would  result  in  the  taking  of  property  from 
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all  insureds — individual  and  group,  union  and  management, 
collectively  bargained  or  management-sponsored — without 
due  process. 

We  are  aware  that  the  Department  of  Justice  has,  in  its 
response  to  a  request  from  the  committee  Chair  for  an 
analysis  of  certain  provisions  of  this  proposal,  asserted  that 
the  retrospective  aspect  of  the  proposal  is  not  subject  to  con- 
stitutional infirmities.  For  the  above  reasons,  we  believe  the 
response  is  based  on  a  narrow  reading  of  the  cases  and  a  less- 
than-complete  understanding  of  all  the  issues.  These  issues 
involve  fundamental  concerns  of  equity  that  we  have  raised 
in  previous  testimony  and  that  I  want  to  review  here  today. 

It  is  reasonable  to  assume  that  the  VA's  legislative  proposal 
would  realize  little,  if  any,  savings  in  fiscal  year  1981.  It  seems 
certain  that  the  insurance  carriers  would  challenge  the  consti- 
tutionality of  the  legislation  should  it  be  enacted.  As  the 
Senate  Committee  on  Veterans'  Affairs  stated  in  its  report- 
to  the  Senate  Budget  Committee  on  March  19,  1980: 

'There  is  also  good  reason  to  believe  that  the  enactment 
of  S.  759  would  produce  disputes  and  long,  drawn-out  delays 
on  individual  claims,  all  culminating  in  extensive  litigation, 
as  health  care  insurors  challenge  the  constitutionality  of  the 
legislation  and  resist  VA  billing  methodologies;  would  create 
considerable  havoc  and  uncertainty  with  regard  to  medical 
care  appropriations;  would  not  result  in  Federal  budgetary 
cost-savings  of  any  magnitude  in  fiscal  year  1981;  and, 
finally,  would  actually  result  in  an  increase  in  health  insur- 
ance premiums  and  thus  an  increase  in  the  profits  of  com- 
mercial health  insurance  carriers.'  " 

Your  Committee  has  continued  to  agree  with  the  views  expressed 
by  the  Senate  Committee  and  has  opposed  the  enactment  of  this 
legislative  proposal  since  1970  for  all  of  these  reasons. 

The  Committee  feels  that  the  proposed  amendment  to  section  622 
is  a  more  equitable  procedure  and  would  cost  only  $1.2  million  to  fully 
implement,  compared  with  the  proposal  submitted  by  the  Veterans 
Administration  which  could  reach  $70  million.  The  Administrator  of 
Veterans  Affairs  is  expected  to  submit  a  request  for  the  appropriate 
staff  to  conduct  the  application  and  review  process  for  this  program 
and  for  the  Director  of  the  Office  of  Management  and  Budget  to 
approve  such  a  request.  According  to  the  Congressional  Budget 
Office,  it  would  reduce  Federal  outlays  by  $109.1  million  in  fiscal 
year  1981,  far  more  than  the  amount  actually  realized  through 
third-party  reimbursement  for  the  one  year.  The  Committee  expects 
the  Director  of  the  Office  of  Management  and  Budget  to  withhold 
making  any  fiscal  adjustments  to  the  VA  budget  until  an  experience 
rated  adjustment  can  be  determined  for  the  cost  savings  of  this 
measure. 

The  Committee  on  the  Budget  is  aware  that  the  proposed  change  in 
current  law  is  the  Committee's  alternative  to  third-party  reimburse- 
ment. If  a  non-service-connected  veteran  under  age  65  submits  an 
application  for  treatment  in  a  VA  medical  facility,  and  is  not  eligible 
for  Medicaid  or  in  receipt  of  pension  benefits,  he  will  be  required  to 
sign  a  statement  or  oath  of  his  or  her  inability  to  defray  the  expense  of 
hospital  care  outside  the  Veterans  Administration. 
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The  Administrator  will  then  determine,  on  a  case  by  case  review, 
in  conjunction  with  a  medical  determination,  whether  the  veteran  is, 
in  fact,  unable  to  bear  the  expense  of  treatment  elsewhere,  especially 
noting  and  giving  consideration  to  whether  the  veteran  has  health 
insurance  and  the  scope  and  amount  of  benefits  available.  For  ex- 
ample, if  a  veteran  has  high-option  Blue  Cross-Blue  Shield  insurance 
coverage  and  desires  treatment  for  a  minor  disability  or  illness,  the 
Administrator  would  probably  determine  that  the  veteran  is  able 
to  pay  the  expense  for  care  in  a  non-VA  facility.  On  the  other  hand, 
if  a  veteran  has  the  same  coverage  and  the  illness  is  terminal  cancer 
or  the  illness  would  require  expensive  treatment  and  in  all  probability 
exhaust  all  of  his  financial  resources,  the  veteran  would  be  determined 
eligible  for  treatment  in  a  VA  facility. 

The  Committee  recommends  that  in  all  cases  the  Administrator  . 
consider  the  current  law  relating  to  care  and  treatment  of  non-service- 
connected  disabled  veterans.  The  determination  of  providing  care  to 
this  category  of  veteian  is  necessarily  a  subjective  one,  entailing  con- 
siderations of  not  only  the  ability  to  privately  pay  for  the  expenses  of 
an  illness  or  injury,  but  also  a  judgment  of  whether  or  not  the  dis- 
ability can  be  expected  to  require  such  a  period  of  lengthy  hospitaliza- 
tion as  can  reasonably  be  expected  to  exhaust  the  veterans'  private 
resources. 

In  these  cases,  the  Committee  is  strongly  of  the  opinion  that  the 
Administrator  of  Veterans'  Affairs  shall  establish  policies  which  will 
ensure  that  the  probabilities  of  catastrophic,  expensive  or  extensive 
medical  treatment  are  totally  considered  in  making  "ability  to  pay" 
determinations  for  these  veterans. 

Health  Manpower  Advisory  Committees 

The  Subcommittee  on  Medical  Facilities  and  Benefits  heard  testi- 
mony concerning  the  influence  of  the  Deans'  Committees  of  affiliated 
medical  schools  over  VA  hospital  management  in  the  operation  of 
medical  facilities  and  in  the  hiring  of  physician  staff.  Representatives 
of  the  major  service  organizations  and  Doctor  Paul  W.  Schafer, 
President,  National  Association  of  VA  Physicians,  testified  that  it 
was  their  perception  that  Deans'  Committee  domination  over  affiliated 
VA  Medical  Centers  was  wide-spread  throughout  the  VA  system,  was 
working  to  the  detriment  of  the  veteran  and  was  reducing  the  quality 
and  quantity  of  medical  care  and  treatment  provided  in  these  hos- 
pitals. Doctor  Schafer  informed  the  Subcommittee : 

" Where  there  was  enough  to  go  around  for  everybody,  it 
worked.  Now  that  the  times  have  been  rapidly  changing, 
except  for  a  few  special  places,  it  has  failed.  Once,  as  was  in- 
tended, the  schools  concerned  themselves  with  training  and 
education  and  the  VA  hospital  staff  was  in  charge  of  all  pro- 
fessional matters  having  to  do  with  policy  and  the  medical 
care  of  veteran  patients. 

Now,  in  many  places,  mutually  advantageous  affiliation 
has  been  replaced  with  medical  school  domination,  and  the 
instrument  for  this  takeover  is  the  school's  part-time  and  con- 
tract physician  who,  in  increasing  numbers,  is  replacing  full- 
time,  dedicated  VA  physicians. 
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The  agents  performing  this  self-serving  act  are  the  Affilia- 
tion Committees  or  Deans'  Committees,  provided  for  in 
paragraph  4112  of  title  38.  In  many  VA  hospitals  they 
determine  its  policies,  they  hire  and  fire  its  professional  staff, 
they  exploit  research  funds  and  facilities,  they  dominate  the 
hospital's  lay  director,  own  the  chief  of  staff  and  chiefs  of 
service,  and  admit  veteran  patients  not  on  the  basis  of  need 
but  according  to  their  value  as  'teaching  material.'  In  short, 
they  use  the  VA  hospital  as  if  it  were  their  own,  in  essence 
their  charity  wards." 

Other  witnesses,  including  Dr.  William  Domm,  Chief  of  Staff  at  the 
Medical  Center,  Hampton,  Virginia;  Dr.  Andrew  Gage,  Chief  of 
Staff  at  VAMC,  Buffalo,  New  York;  Dr.  Wendell  Musser,  Chief  of 
Staff  at  the  VAMC,  Lexington,  Kentucky;  and  Doctor  Donald 
Custis,  the  Chief  Medical  Director  of  the  VA,  refuted  Doctor  Scha- 
fer's  testimony  regarding  this  matter.  Dr.  Gage  stated: 

"I  am  all  in  favor  of  full-time  physicians  for  the  VA,  but 
the  realities  of  present  day  practice  say  that  we  must  do 
nothing  to  put  any  inequity  on  the  part-time  physician 
because  in  many  specialities,  that  is  where  we  will  have  to  go. 

I  am  in  sharp  disagreement  with  Dr.  Schafer  over  two 
matters:  One,  the  position  of  the  part-time  physician  in 
the  VA.  There  is  no  way  that  the  VA  will  ever  accomplish  its 
task  based  on  full-time  physicians  alone,  and  the  second 
point  of  disagreement  is  the  enrolled  medical  schools  in  the 
Veterans  Administration. 

When  the  medical  schools  became  affiliated,  it  was  the 
beginning  of  quality  in  the  Veterans  Administration.  I 
certainly  agree  with  Dr.  Musser  when  he  says  if  there  are 
problems  with  that  relationship  it  is  related  to  the  leader- 
ship, at  the  director  and  chief  of  staff  level,  and  in  hospitals 
where  that  leadership  is  adequate  there  should  be  no 
problems  with  affiliation. 

The  director  and  the  chief  of  staff  do  in  fact  control  that 
affiliation  if  they  choose  to  exercise  it. 

I  assure  you,  and  I  assured  Dr.  Schafer,  that  there  will  be 
affiliation  if  they  choose  to  exercise  it." 

Dr.  Donald  Custis  testified : 

"I  assure  you,  and  I  assured  Dr.  Schafer,  that  there  will  be 
no  takeover  of  our  hospitals  by  medical  schools.  It  will  not 
be  permitted. 

Finally,  I  want  to  say  that  I  bring  to  my  position  a  very 
definite  mind  set,  a  conviction,  if  you  will,  based  upon  years 
of  private  practice,  of  faculty  appointments  with  medical 
schools,  years  of  serving  as  a  chief  of  service  in  Navy  teach- 
ing hospitals,  and  a  couple  of  years  serving  in  the  VA  as 
Assistant  Chief  Medical  Director  for  Academic  Affairs. 

For  my  part,  I  think  there  is  no  substitute  for  the  teaching 
environment  to  insure  quality  of  patient  care.  Patient  care, 
teaching,  research,  are  an  essential  triad.  Medical  education 
is  peculiar  in  that  it  cannot  be  accomplished  and  the  Nation's 
physicians  of  tomorrow  cannot  be  groomed  without  the  inti- 
mate participation  of  the  patient. 
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Without  exception,  in  my  mind,  that  patient  so  partici- 
pating is  one  of  the  chief  benefactors.  It  is  simply  not  true 
that  medical  education  is  somehow  incompatible  with  quality 
patient  care.  As  a  matter  of  fact,  it  is  impossible  to  have 
quality  education  in  the  absence  of  quality  patient  care." 

Chairman  Satterfield  requested  that  Doctor  Custis  comment  on  the 
previous  testimony  concerning  the  dominance  of  the  Deans'  Commit- 
tees over  the  affiliated  VA  hospitals.  Dr.  Custis  replied : 

"Mr.  Chairman,  I  do  not  deny  that  we  do  indeed  have 
episodes  of  undue  dominance  by  our  affiliate  schools  and  the 
Deans'  Committees.  As  a  matter  of  fact,  in  the  very  near 
future  I  am  personally  going  to  insert  myself  into  the  cor- 
rection of  one  such  situation. 

You,  also,  I  believe,  have  been  previously  briefed  on  the 
subject  of  the  affiliation  assessment  project.  This  has  been 
going  on  now  for  the  past  two  years.  It  antedated  the  recom- 
mendation of  the  National  Academy  of  Science  study. 

In  that  project  we  are  building  a  computerized  assessment 
model,  taking  into  account  all  of  the  elements  of  the  internal 
relationships  with  our  affiliations.  We  are  convinced  that 
this  will  be  a  very  practical  tool  in  monitoring  the  produc- 
tivity of  these  relationships  in  allocating  resources  to  these 
relationships  and  measuring  the  quality  of  the  output. 

I  would  like  to  compliment  Dr.  Musser  in  his  very  eloquent 
statement  and  agree  with  him  that  I,  too,  would  hope  that  it 
would  not  become  necessary  to  have  legislative  mandates 
governing  our  affiliation  relationships.  I  submit  that  the 
bottom  line  of  responsibility  is  that  we,  management,  should 
be  held  accountable  for  those  relationships." 

Doctor  Custis  assured  the  Subcommittee  that  he  will  correct  this 
situation  of  undue  dominance  by  certain  Deans'  Committees.  He 
stated  that  extensive  legislative  assistance  'to  aid  him  in  his  efforts 
would  not  be  required.  The  Subcommittee  felt  that  a  restatement  of 
the  policy  concerning  the  relationships  of  the  affiliate  medical  schools 
and  the  VA  hospitals  was  in  order,  and  as  a  consequence  included  an 
amendment  to  Section  4112(b)  of  title  38,  USC,  stating  the  policy  to 
conform  to  Veterans  Administration  Policy  Memorandum  No.  2, 
dated  January  30,  1946,  which  is  quoted  in  its  entirety  below: 

policy  memorandum  no.  2 

January  30,  1946. 
Subject:  Policy  in  Association  of  Veterans  Hospitals  with  Medical 
Schools 
1.  General  Considerations: 

a.  Necessity  for  Mutual  Understanding  and  Cooperation.  The 
Department  of  Medicine  and  Surgery  of  the  Veterans  Administra- 
tion is  embarking  upon  a  program  that  is  without  precedent  in 
the  history  of  Federal  hospitalization.  It  would,  therefore,  be  most 
unusual  if  numerous  problems  did  not  arise  for  which  no  fully 
satisfactory  solution  were  immediately  apparent.  Such  problems 
frequently  can  be  solved  only  by  trial  and  error;  and,  until  work- 
able solutions  are  found,  both  parties  in  the  program  must  exercise 
tolerance  if  the  program  is  not  to  fail. 
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There  can  be  no  doubt  of  the  good  faith  of  both  parties.  The 
schools  of  medicine  and  other  teaching  centers  are  cooperating 
with  the  three-fold  purpose  of  giving  the  veteran  the  highest 
quality  of  medical  care,  of  affording  the  medical  veteran  the 
opportunity  for  postgraduate  study  which  he  was  compelled  to 
forego  in  serving  his  country,  and  of  raising  generally  the  standard 
of  medical  practice  in  the  United  States  by  the  expression  of 
facilities  for  graduate  education. 

The  purpose  of  the  Veterans  Administration  is  simple :  affording 
the  veteran  a  much  higher  standard  of  medical  care  than  could  be 
given  him  with  a  wholly  full-time  medical  service. 

The  purpose  of  both  parties  being  unselfish,  and  there  being  no 
conflict  of  objectives,  there  can  be  no  serious  disagreement  over 
methods.  It  will  be  recognized  that  the  Veterans  Administration  is 
charged  with  certain  legal  responsibilities  in  connection  with  the 
medical  care  of  veterans  which  it  cannot  delegate,  if  it  would.  Yet 
the  discharge  of  these  responsibilities  need  not  interfere  with  the 
exercise  by  the  schools  of  their  prerogatives  in  the  field  of  edu- 
cation. 

All  medical  authorities  of  the  Veterans  Administration  will 
cooperate  fully  at  all  times  with  the  representatives  of  associated 
schools  and  other  centers.  It  is  the  earnest  desire  of  the  Acting 
Chief  Medical  Director  that  our  relations  with  our  colleagues  be 
cordial  as  well  as  productive. 

b.  General  Division  of  Responsibility:  The  Veterans  Admin- 
istration retains  full  responsibility  for  the  care  of  patients,  includ- 
ing professional  treatment,  and  the  school  of  medicine  accepts 
responsibility  for  all  graduate  education  and  training. 

2.  The  Veterans  Administration: 

a.  Operates  and  administers  the  hospital. 

b.  As  rapidly  as  fully  qualified  men  can  be  had,  will  furnish 
full-time  chiefs  of  all  services  (see  paragraph  5  below)  who  will 
supervise  and  direct  the  work  of  their  respective  staffs,  including 
the  part-time  attending  staff  furnished  from  the  School  of  Medi- 
cine, insofar  as  the  professional  care  of  patients  is  concerned. 
Nominations  by  Deans'  Committees  for  such  full-time  positions 
will  be  welcomed;  and,  unless  there  be  compelling  reasons  to  the 
contrary,  will  be  approved  wherever  vacancies  exist.  These  service 
chiefs  are  fully  responsible  to  their  immediate  superior  in  the 
Veterans  Administration. 

c.  Appoint  the  consultants,  the  part-time  attending  staff  and 
the  residents  nominated  by  the  Deans'  Committee  and  approved 
by  the  Veterans  Administration. 

d.  Cooperate  fully  with  the  School  of  Medicine  in  the  graduate 
education  and  training  program. 

3.  The  School  of  Medicine: 

a.  Will  organize  a  Deans'  Committee,  composed  of  senior 
faculty  members  from  the  schools  cooperating  in  each  project, 
whether  or  not  furnishing  any  of  the  attending  or  resident  staff. 

b.  Will  nominate  an  attending  staff  of  diplomates  of  specialty 
boards  in  the  numbers  and  qualifications  agreed  upon  by  the 
Dean's  Committee  and  the  Veterans  Administration  (See  6c) . 

c.  Will  nominate,  from  applicants,  the  residents  for  graduate 
education  and  training. 
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4.  Hospital  Managers: 

a.  Are  fully  responsible  for  the  operation  of  their  hospitals. 

b.  Will  cooperate  with  the  Dean's  Committee  bringing  to  its 
attention  any  dereliction  of  duty  on  the  part  of  any  of  its 
nominees. 

5.  Chiefs  of  Service : 

a.  Are  responsible  to  their  superior  in  the  Veterans  Adminis- 
tration for  the  conduct  of  their  services. 

b.  Will  bring  to  the  attention  of  their  superior,  for  his  action, 
such  cases  as  they  are  unable  to  deal  with  personally  of  derelic- 
tion of  duty  or  incompetence  on  the  part  of  any  full-time  or 
part-time  staffs  under  their  control. 

c.  Will,  together  with  the  part-time  attending  staff,  under  the 
direction  of  the  Manager,  supervise  the  education  and  training 
program. 

d.  When  full-time  employees  of  the  Veterans  Administration, 
will  be  diplomates  of  their  respective  boards  and  will  be  accept- 
able to  the  Dean's  Committee  and  to  the  specialty  boards  con- 
cerned. It  is  the  urgent  purpose  of  the  Veterans  Administration 
to  place  full-time  fully  qualified  and  certified  chiefs  of  service  for 
all  services  in  each  hospital  associated  with  a  School  of  Medicine. 
Except  in  cases  where  the  chief  selected  has  local  affiliations, 
which  might  embarrass  or  prejudice  his  relations  with  one  or 
another  of  the  associated  schools,  his  initial  assignment  may  not 
be  cleared  through  the  Dean's  Committee.  In  all  cases,  when  it 
has  been  conclusively  demonstrated  that  a  chief  of  service  cannot 
cooperate  with  a  Dean's  Committee,  he  will  be  transferred  [if 
efficient  otherwise]  and  replaced  by  another. 

Until  this  purpose  can  be  fully  accomplished,  however,  in  order 
that  a  hospital  may  obtain  approval  for  resident  training  by  one 
or  another  specialty  board,  it  may  be  necessary  to  appoint  part- 
time  chiefs  of  services  who  meet  the  requirements  of  the  boards. 
This  will  be  done,  but  it  will  be  done  with  the  understanding  that 
the  part-time  chiefs  will  be  replaced  with  qualified  full-time  chiefs 
as  rapidly  as  they  become  available.  The  duties  and  responsibil- 
ities of  part-time  chiefs  will  be  the  same  as  those  of  full-time 
chiefs. 

6.  Part-time  Attending  Staff : 

a.  Will  be  responsible  to  the  respective  chiefs  of  service. 

b.  Will  accept  full  responsibility  for  the  proper  care  and  treat- 
ment of  patients  in  their  charge. 

c.  WTill  give  adequate  training  to  residents  assigned  to  their 
service. 

d.  Will  be  veterans  unless  approval  in  each  case  has  been  given 
by  the  Chief  Medical  Director. 

e.  Will  be  diplomates  of  their  respective  boards  and  acceptable 
to  such  boards  for  direction  of  resident  training.  Exception  may 
be  made  in  the  case  of  a  veteran  who  has  completed  the  first 
part  of  his  board  examination, ,  but  whose  completion  of  the 
examination  was  interrupted  by  the  exigencies  of  the  military 
service. 

f.  Will  hold  faculty  appointments  in  one  or  another  of  the 
associated  Schools  of  Medicine,  or  will  be  outstanding  members 
of  the  profession  of  the  caliber  of  faculty  members. 
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7.  Consultants: 

a.  Will  be  veterans  unless  approval  in  each  case  has  been 
given  by  the  Chief  Medical  Director. 

b.  Will  be  members  of  the  faculty  of  professional  rank,  of  one 
or  another  of  the  associated  Schools  of  Medicine. 

c.  Will,  as  representatives  of  the  Schools  of  Medicine,  direct 
and  be  responsible  for  the  educational  training  of  residents. 

d.  Will  afford  to  the  Manager  and  the  proper  Chief  of  Service 
the  benefit  of  their  professional  experience  and  counsel. 

e.  Will  conduct  their  duties  through,  and  in  cooperation  with, 
the  Manager  and  the  proper  Chief  of  Service,  and  also,  in  matters 
of  education  and  training,  with  the  part-time  Attending,  always, 
however,  with  the  Chief  of  Service. 

It  was  the  consensus  of  the  Members  to  reemphasize  the  existing 
VA  policy  in  this  regard  in  the  proposed  bill,  and  to  conduct  oversight 
into  remedial  actions  taken  by  Dr.  Custis  in  the  following  year. 

Management  of  Real  Property 

Section  303  requires  that  the  Committee  be  notified  prior  to  certain 
transfers  or  excessing  of  Veterans  Administration  real  estate  which  has 
an  estimated  value  of  more  than  $50,000.  It  also  deletes  the  authority 
of  the  Administrator  to  enter  into  leases  of  land,  buildings  and  struc- 
tures under  VA  control  for  periods  in  excess  of  three  years. 

A  recent  report  from  the  Veterans  Administration  indicates  that 
since  September,  1970,  the  Veterans  Administration  has  transferred 
from  its  jurisdiction  over  1600  acres  of  land,  and  has  pending  for 
transfer  approximately  four  hundred  additional  acres.  The  Com- 
mittee is  concerned  that,  with  the  documented  forecast  of  a  dramatic 
increase  in  the  number  of  veterans  65  years  of  age  or  over  who  will 
need  health  care  treatment  at  VA  facilities  in  the  next  decade,  this 
acreage  may  be  needed  for  expansion  of  the  present  austere  medical 
facility  system.  The  Committee  believes  that  these  changes  are 
necessary  to  broaden  the  Congressional  oversight  of  the  VA's  real 
property. 

Some  concern  has  been  expressed  over  the  applicability  of  this 
section  to  other  VA  programs.  The  Committee  wishes  to  stress  that, 
although  this  amendment  to  section  5022(a)  addresses  transactions 
concerning  any  real  property  administered  by  the  Veterans  Adminis- 
tration, it  is  intended  to  apply  solely  to  transactions  involving  the 
management  of  real  property  under  the  provisions  of  chapter  81 
of  this  title.  Therefore,  as  an  example,  the  provisions  of  this  amend- 
ment would  not  apply  to  any  transactions  involving  real  property 
acquired  and  subsequently  owned  and  administered  by  the  Adminis- 
trator of  Veterans'  Affairs  or  by  the  United  States  in  the  course 
of  operation  of  the  VA  home  loan  program  under  chapter  37  of  title 
38  U.S.C.  or  to  the  transfer  of  any  such  properties  as  authorized 
under  the  provisions  of  any  other  law  [i.e.,  Urban  Homesteading 
program,  12  U.S.C.  sec.  1706e(g)]. 
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Number  of  Beds  per  Thousand  Veteran  Population  Required 
To  Provide  Adequate  Nursing  Home  Care  in  State  Home 
Facilities 

Title  38  provides  the  Administrator  with  authority  to  assist  the 
several  States  to  construct  State  home  facilities  for  furnishing  domi- 
ciliary or  nursing  home  care  to  veterans.  The  Congress  has  authorized 
the  appropriation  of  $15  million  annually  through  fiscal  year  1980,  and 
authorized  such  sums  as  may  be  necessary  for  fiscal  years  1981  and 
1982  in  Public  Law  96-151.  Title  38  prescribes  the  number  of  beds  re- 
quired to  provide  adequate  nursing  home  care  to  veterans  residing  in 
each  State,  which  number  shall  not  exceed  2%  beds  per  thousand 
veteran  population  in  the  case  of  any  State. 

The  Committee  was  made  aware  by  witnesses'  testimony,  including 
the  leadership  of  the  National  Association  of  State  Veterans  Homes, 
that  States  with  small  populations  including  veterans  were  experi- 
encing difficulties  in  providing  adequate  State  nursing  home  facilities 
because  of  the  bed  ratio  limitations  prescribed  by  title  38.  The  Com- 
mittee was  also  aware  that  projections  of  veteran  demographics 
indicate  that  in  the  next  two  decades  the  number  of  veterans  over  65 
years  of  age  will  increase  tenfold. 

In  order  to  assist  the  several  States  in  their  efforts  to  accommodate 
the  anticipated  increase  in  nursing  home  requirements  as  indicated  in 
the  previous  paragraph,  the  Committee  has  recommended  the  amend- 
ment to  increase  the  bed  ratio  per  thousand  veterans  of  a  State  from 
2%  to  4. 

Repeal  of  Requirement  That  Recipients  of  Health  Care 
Personnel  Training  Grants  Must  Increase  Number  of 
Individuals  Receiving  Training 

Public  Law  96-151,  signed  by  the  President  on  December  20,  1979, 
amended  Chapter  82,  Assistance  to  Health  Manpower  Training 
Institutions,  to  repeal  the  requirement  that,  for  grants  to  affiliated 
medical  schools  and  grants  for  training  of  non-physician  health  care 
personnel  to  be  approved,  such  grants  must  result  in  the  expansion 
of  the  number  of  physicians,  or  other  health  care  personnel,  re- 
spectively, being  trained  by  the  grant  recipient.  Section  305  of  this 
title  will  include  Section  5093  of  title  38  which  was  not  amended 
by  reason  of  administrative  oversight. 

Extension  of  Time  for  Submission  of  Report  on  Health  Care 
and  Medical  Services  Furnished  in  the  Commonwealth  of 
Puerto  Rico  and  in  the  Virgin  Islands 

Public  Law  96-520  required  the  Administrator  of  Veterans'  Affairs 
to  conduct  a  study  of  hospital  care  and  medical  services  furnished 
by  the  Veterans  Administration  in  the  Commonwealth  of  Puerto 
Rico  and  in  the  Virgin  Islands.  The  Administrator  is  required  to 
include  in  his  report,  which  was  due  February  1,  1980: 
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(1)  a  comprehensive  assessment  of  the  health  care  needs  of 
veterans  in  the  Commonwealth  of  Puerto  Rico  and  in  the  Virgin 
Islands ; 

(2)  a  detailed  report  on  the  hospital  care  and  medical  services 
furnished  or  to  be  furnished  to  such  veterans  during  fiscal  years 
1975  through  1981,  with  information  in  such  report  shown  with 
respect  to  the  number  of  veterans  treated  or  to  be  treated,  the 
facilities  at  which  such  care  and  services  are  furnished  or  are  to  be 
furnished,  and  the  extent  to  which  such  care  and  services  are 
furnished  or  are  to  be  furnished  for  the  treatment  of  veterans  for 
service-connected  disabilities  of  any  degree  and  of  veterans  with 
service-connected  disabilities  rated  at  50  per  centum  or  more ;  and 

(3)  recommendations  as  to  how  the  health  care  needs  of  such 
veterans  can  best  be  addressed  within  the  existing  authority  of 
the  Administrator  of  Veterans'  Affairs  and  what  additional 
authority,  if  any,  is  necessary  and  desirable  to  meet  such  needs. 

(b)  In  making  recommendations  under  subsection  (a)(3),  the 
Administrator  shall  take  into  consideration — 

(1)  the  state  of  the  economy  in  the  Commonwealth  of  Puerto 
Rico  and  in  the  Virgin  Islands ; 

(2)  alternative  sources  of  health  care  services  that  would  be 
available  to  veterans  in  the  Commonwealth  of  Puerto  Rico  and 
in  the  Virgin  Islands  if  the  health  care  services  furnished  by  the 
Veterans  Administration  for  non-service-connected  disabilities 
were  substantially  reduced ; 

(3)  the  desirability  of  equitable  distribution  of  Veterans 
Administration  health  care  resources;  and 

(4)  the  higher  priority  established  by  law  for  the  care  and 
treatment  of  service-connected  disabilities. 

Due  to  the  complex  nature  of  the  study,  the  Administration  has 
requested  an  amendment  to  the  law  to  extend  the  study  due  date 
one  year  from  February  1,  1980  to  February  1,  1981. 

Oversight  Findings 

Pursuant  to  the  provisions  of  Rule  XI  of  the  Rules  of  the  House  of 
Representatives,  an  oversight  hearing  was  held  on  problems  related  to 
the  VA's  inability  to  recruit  and  retain  quality  physicians  and  dentists 
on  February  4,  1980.  Because  of  inflationary  factors,  the  special  pay 
employed  to  enhance  the  recruitment  and  retention  of  VA  physicians 
and  dentists  has  proven  to  have  lost  its  effectiveness  and  does  not 
provide  pay  comparability  with  DOD  physicians  and  dentists.  Addi- 
tionally, the  Office  of  Management  and  Budget  has  yet  to  submit  a 
composite  Federal  physicians'  and  dentists'  pay  legislative  recom- 
mendation to  the  Congress.  On  April  7,  1977,  Chairman  Roberts  made 
an  inquiry  to  the  Director  of  OMB  concerning  the  status  of  this  pro- 
posed pay  legislation  which  follows : 

April  7,  1977. 

Mr.  Bert  Lance, 

Director,  Office  of  Management  and  Budget,  Room  252,  Old  Executive 
Office  Building,  Washington,  D.C. 
Dear  Mr.  Lance:  The  Office  of  Management  and  Budget  sub- 
mitted a  report  to  this  Committee  entitled,  " Recruitment  and  Reten- 
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tion  of  Federally  Employed  Physicians  and  Dentists,"  dated  Decem- 
ber, 1976.  This  report  was  required  by  Section  4,  Public  Law  94-123. 

The  report  on  pages  12  and  159  indicates  that  specific  legislation 
reflecting  the  findings  of  the  study  will  be  submitted  to  the  Congress 
"at  a  later  date."  Since  the  Subcommittee  on  Medical  Facilities  and 
Benefits  of  the  House  is  soon  to  begin  oversight  hearings  on  the  VA 
Medical  Program,  I  am  interested  in  learning  from  you  when  such 
proposed  legislation  will  be  forthcoming.  The  problem  of  VA  physicians' 
and  dentists'  pay  must  of  necessity  be  considered  at  an  early  date 
since  the  current  Special  Pay  and  Special  Incentive  Pay  authority 
expires  September  30,  1977. 

I  would  appreciate  an  early  response  from  you  on  this  matter. 
Sincerely, 

Ray  Roberts, 

Chairman. 

Mr.  Bert  Lance's  letter  of  May  2,  1977  indicated  that  the  Adminis- 
tration intended  to  include  legislative  proposals  concerning  Federally 
employed  physicians'  and  dentists'  pay  in  the  President's  fiscal  year 
1979  budget.  His  letter  in  answer  to  Chairman  Roberts'  follows: 

Executive  Office  of  the  President, 

Office  of  Management  and  Budget, 

Washington,  D.C.,  May  2,  1977. 

Hon.  Ray  Roberts, 

Chairman,  Committee  on  Veterans7  Affairs,   U.S.  House  of  Repre- 
sentatives, 335  Cannon  House  Office  Building,  Washington,  D.C. 

Dear  Mr.  Chairman:  This  letter  is  in  response  to  your  inquiry  of 
April  7,  1977,  concerning  Administration  plans  for  proposing  legisla- 
tion reflecting  the  findings  of  the  1976  Office  of  Management  and 
Budget  study,  "  Recruitment  and  Retention  of  Federally  Employed 
Physicians  and  Dentists." 

As  you  are  well  aware,  the  subject  of  compensation  for  physicians 
and  dentists  in  Government  service  has  been  extensively  examined  in 
recent  years.  In  the  coming  months,  this  Administration  will  review 
carefully  not  only  the  OMB  study  but  the  General  Accounting  Office 
study  mandated  by  Public  Law  94-123  aod  information  on  this  sub- 
ject from  other  relevant  sources.  Legislative  proposals  based  upon  this 
review  will  be  reflected  in  the  President's  fiscal  year  1979  budget. 
In  the  interim,  the  Veterans  Administration  will  draft  legislation 
providing  the  agency  with  Special  Pay  and  Special  Incentive  Pay 
authority  in  fiscal  year  1978.  This  proposed  legislation  will  be  sub- 
mitted to  the  Congress  shortly. 

We  appreciate  your  interest  in  following  up  on  the  OMB  study. 
Sincerely, 

Bert  Lance, 

Director. 

In  1978,  Chairman  Roberts  wrote  to  the  new  Director  of  OMB 
requesting  that  legislation  be  submitted  to  the  Congress  concerning 
the  Federal  physicians'  and  dentists'  pay  as  soon  as  possible.  This  is 
the  communication  between  the  Chairman  of  the  Committee  and  the 
Director  of  the  Office  of  Management  and  Budget: 
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May  1,  1978. 

Hon.  James  T.  McIntyre,  Jr., 

Acting  Director,  Office  of  Management  and  Budget,  Executive  Office 
Building,  Washington,  B.C. 

Dear  Mr.  McIntyre:  I  have  received  a  copy  of  Senator  Alan 
Cranston's  letter  to  you  dated  April  10,  1978,  concerning  a  commit- 
ment by  the  Office  of  Management  and  Budget  to  propose  legislation 
on  compensation  for  Federal  physicians  and  dentists.  Enclosed  is  a 
copy  of  the  letter  I  received  from  the  former  Director  of  the  Office  of 
Management  and  Budget  referred  to  in  Senator  Cranston's  letter. 

I  share  the  Senator's  concern  that  we  must  resolve  this  problem  on 
a  permanent  basis,  and  would  therefore  appreciate  your  supplying  me 
with  information  as  to  when  we  can  expect  the  comments  from  the 
Office  of  Management  and  Budget  in  reference  to  your  proposed  action. 
Sincerely, 

Ray  Roberts, 

Chairman, 

Mr.  McIntyre,  in  his  letter  to  Chairman  Roberts  of  May  31,  1978, 
indicated  that  his  failure  to  produce  a  legislative  proposal  on  physi- 
cians' compensation  was  the  result  of  complicating  factors  and  diffi- 
culties in  securing  a  consensus  on  physicians'  pay  in  order  to  accomplish 
it  quickly.  His  letter  follows : 

Executive  Office  of  the  President, 

Office  of  Management  and  Budget, 

Washington,  B.C.,  May  81,  1978. 

Hon.  Ray  Roberts, 

Chairman,  Committee  on  Veterans'  Affairs,  House  of  Representatives, 
Washington,  B.C. 
Dear  Mr.  Chairman:  Thank  you  for  your  letter  of  May  1,  1978, 
stating  your  concerns  about  legislation  on  compensation  for  Federal 
physicians  and  dentists. 

Our  failure  to  produce  a  legislative  proposal  on  physician  compensa- 
tion to  date  is  the  result  of  a  number  of  complicating  factors,  but  most 
significantly  we  have  found  it  difficult  to  achieve  a  consensus  among 
the  agencies  on  a  number  of  issues,  some  of  which  are : 

Should  Federal  physician  compensation  be  divorced  from  that 
of  their  professional  and  executive  counterparts  in  the  Federal 
service? 

Should  all  Federal  physician  compensation  be  the  same  despite 
the  fact  that  certain  differences  in  the  conditions  of  service  cannot 
be  eliminated? 

Should  Federal  physicians  be  regrouped  into  more  streamlined 
and  mission  oriented  personnel  systems? 
These  issues  are  raised  in  the  studies  you  cited,  and  also  in  the  recent 
report  of  the  President's  Commission  on  Military  Compensation.  How- 
ever, as  you  know,  there  was  no  common  agreement  among  the  recom- 
mendations of  those  studies.  In  fact,  the  age  and  incompleteness  of  data 
used  in  those  studies  have  forced  us  to  update  them  and  improve  their 
quality. 

I  would  be  less  than  candid  if  I  told  you  that  securing  a  consensus 
on  physician  compensation  will  be  accomplished  quickly.  It  was 
partly  in  view  of  this  difficulty  that  we  decided  not  to  oppose  enact- 
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ment  of  a  physician  bonus  authority  to  cover  the  Government's 
physicians  not  presently  covered  by  one.  In  his  testimony  before  the 
General  Service  Subcommittee,  Chairman  Campbell  volunteered  his 
assistance  to  bring  S.  990  into  general  conformance  with  bonus 
authorities  existing  for  military  and  Veterans  Administration  physi- 
cians. If  the  revised  bill  is  enacted,  it  will  mean  that  all  Federal 
agencies  will  have  available  a  bonus  authority  to  deal  with  physicians' 
recruitment  and  retention  problems.  Further,  by  covering  all  Federa] 
agencies  with  a  bonus  authority,  the  threat  of  an  undesirable  amend- 
ment to  the  measure  extending  the  VA  and  uniformed  services  special 
pay  will  be  eliminated. 

We  will  continue  to  work  on  the  issue  of  Federal  physician  compen- 
sation and  will  provide  you  with  the  results  of  our  efforts  as  soon  as 
possible. 

Sincerely, 

James  T.  McIntyre,  Jr., 

Director. 

In  the  final  delaying  action  taken  by  the  Administration,  Dr. 
Donald  Custis,  Chief  Medical  Director  of  the  VA,  made  the  following 
statement  in  his  testimony  before  the  Senate  Committee  on  Veterans' 
Affairs  on  April  16,  1980,  regarding  delaying  permanent  legislation 
another  year : 

"We  believe  that  steps  must  be  taken  to  reverse  these 
staffing  loss  trends  and  once  again  establish  VA  employment, 
both  full-time  and  part-time,  as  a  viable  and  competitive 
career  choice  for  highly-qualified  physicians.  A  medical  staff 
with  the  proper  mix  of  full-time  and  part-time  physicians, 
both  generalists  and  medical  specialists,  and  having  certified 
qualifications,  is  the  very  foundation  for  the  provision  of 
high-quality  medical  care. 

Further,  we  must  all  recognize  that  recruitment  and  re- 
tention of  other  federal  employees  in  the  same  salary  range 
as  VA  physicians  is  becoming  more  difficult.  The  limited  pay 
increases  for  federal  employees  for  each  of  the  past  two  years 
and  executive  pay  caps  have  been  particularly  acute  and 
have  affected  recruitment  and  retention  statistics  of  federal 
employees  in  other  professional  occupations,  such  as  engi- 
neers, as  well  as  physicians. 

In  addition,  we  must  acknowledge  that  initiatives  to  reverse 
staffing  loss  trends  and  improve  the  competitive  nature  of 
a  career  in  the  health  care  system  of  the  VA,  as  important  as 
they  may  be,  must  be  viewed  in  the  context  of  other  national 
concerns.  As  you  know,  strong  inflationary  pressures  are  now 
prevalent  throughout  this  nation's  economy.  In  order  that 
this  inflationary  trend  may  be  brought  under  control,  genuine 
restraint  must  be  exercised  with  respect  to  federal  spending. 
For  this  reason,  we  believe  that  now  may  not  be  the  time  to 
recommend  an  increase  in  the  amounts  of  special  pay  for 
DM&S  physicians  and  dentists. 

Under  existing  law,  our  special  pay  authority  will  con- 
tinue through  fiscal  year  1981.  Therefore,  we  believe  it 
would  be  appropriate  to  delay  action  for  another  year.  As  the 
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President  has  stated,  if  the  current  inflationary  trend  is  to 
be  limited  or  diminished,  the  federal  government  must 
reduce  its  spending  and  balance  the  budget." 

Due  to  the  refusal  of  the  Administration  to  submit  an  appropriate 
legislative  proposal  on  physicians'  and  dentists'  compensation,  and  the 
ever  increasing  problems  encountered  by  the  Agency  in  recruiting  and 
retaining  quality  physicians  and  dentists,  the  Committee  deemed  it 
necessary  to  introduce  its  own  permanent  Veterans  Administration 
physicians'  and  dentists'  compensation  legislation. 

Cost 

In  compliance  with  Clause  7  of  Rule  XIII  of  the  Rules  of  the  House 
of  Representatives,  the  Veterans  Administration  has  submitted  the 
following  cost  estimate : 


TITLE  III  Million 

Fiscal  year  1981  $70.  2 

5  year  cost   580.  6 

TITLE  I 

Fiscal  year:  Million 

1981   $1.5 

1982   13.  4 

1983   12.3 

1984   11.  4 

1985   10.9 


5  year  total   49.  5 


TITLE  II 

No  estimated  costs  or  cost  savings  projected. 

The  Committee  does  not  agree  with  the  VA  cost  estimates  for 
Title  1,  Section  103  of  this  bill,  as  they  were  computed  based  upon  each 
physician  and  dentist  receiving  the  maximum  allowable  special  pay. 
Empirical  data  received  from  the  VA  indicates  that  the  present  average 
special  pay  received  by  full-time  physicians  and  dentists  is  $7,422 
and  $3,502  respectively,  which  is  approximately  55%  of  the  maximum 
special  pay  authorized.  Using  the  demonstrated  55%  utilization 
figure  in  computing  program  cost  results  in  a  cost  of  approximately 
$40  million,  which  is  the  annual  cost  derived  by  the  Congressional 
Budget  Office  as  indicated  in  the  Budget  Statement  of  this  Report. 
The  Committee  concurs  in  the  costs  projected  by  the  Congressional 
Budget  Office. 

Budget  Statement 

As  required  by  Rule  XI  of  the  Rules  of  the  House  of  Representa- 
tives, the  Congressional  Budget  Office  has  submitted  the  folio  wing- 
letter  which  provides  cost  estimates  on  the  reported  bill : 

U.S.  Congress, 
Congressional  Budget  Office, 

Washington,  B.C.,  May  2,  1980. 

Hon.  Ray  Roberts, 

Chairman,  Committee  on  Veterans'  Affairs,  U.S.  House  of  Representatives, 
Washington,  B.C. 
Dear  Mr.  Chairman:  Pursuant  to  Section  403  of  the  Congressional 
Budget  Act  of  1974,  the  Congressional  Budget  Office  has  prepared  the 
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attached  cost  estimate  for  H.R.  7102,  the  Veterans  Administration 
Health  Care  Personnel  Act  of  1980. 

Should  the  Committee  so  desire,  we  would  be  pleased  to  provide 
further  details  on  the  attached  cost  estimate. 
Sincerely, 

Robert  D.  Reischauer 
(For  Alice  M.  Rivlin,  Director). 

Congressional  Budget  Office — Cost  Estimate 

May  2,  1980. 

1.  Bill  number:  H.R.  7102. 

2.  Bill  title:  Veterans'  Administration  Health  Care  Personnel  Act 
of  1980. 

3.  Bill  status:  As  ordered  reported  by  the  House  Committee  on 
Veterans  Affairs,  April  24,  1980. 

4.  Bill  purpose:  To  amend  title  38,  U.S.C.,  to  promote  the  recruit- 
ment and  retention  of  physicians,  dentists,  nurses,  and  other  health 
care  personnel  in  the  Department  of  Medicine  and  Surgery  of  the 
Veterans  Administration,  and  for  other  purposes. 

5.  Cost  estimate : 

[By  fiscal  years,  in  millions  of  dollars] 


1981         1982        1983        1984  1985 


Title  I— Revision  of  special  pay: 

Estimated  authorization  level   40.0        40.0  40.0  40.0  40.0 

Estimated  outlays      38.5        40.0  40.0  40.0  40.0 

Title  II— Health  professional  scholarship  program: 
Scholarship  program  costs: 

Estimated  authorization  level   14.0        13.8  13.0  12.8  13.2 

Estimated  outlays      14.0        13.8  13.0  12.8  13.2 

Offsetting  savings  in  medical  care  costs: 

Estimated  authorization  level     0           —.4  —.6  —1.2  —1.2 

Estimated  outlays     0           —.4  —.6  —1.2  —1.2 

Title  III— Standards  for  presumption  of  inability  to  defray 
medical  expenses: 

Estimated  authorization  level                         .  -109.1     -124.8  -143.4  -165.8  -193.4 

Estimated  outlays     -109.1     -124.8  -143.4  -165.8  -193.4 

Net  budgetary  impact: 

Estimated  authorization  level   -55.1      -71.4  -91.0  -114.2  -141.4 

Estimated  outlays   -56.6      -71.4  -91.0  -114.2  -141.4 

Note:  The  impact  of  this  bill  falls  within  budget  function  700. 

6.  Basis  for  estimate: 

Title  I. — This  title  would  increase  the  special  pay  authorized  for 
full-time  VA  physicians  and  dentists  by  approximately  65  percent. 
Title  I  would  also  make  permanent  the  authorization  for  special 
pay  and  would  exempt  VA  health  care  professionals  from  the 
provisions  of  title  V,  U.S  C,  related  to  the  Senior  Executive 
Service.  The  provisions  relating  to  special  pay  would  be  effective 
for  pay  periods  beginning  after  September  30,  1980. 

Estimated  authorization  level: 

Fiscal  year:  Millions 

1981   $40.  0 

1982  1   40.0 

1983   40.  0 

1984   40.  0 

1985   40.  0 
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Estimated  outlays: 
Fiscal  year: 

1981   38.5 

1982   40.0 

1983   40.  0 

1984   40.  0 

1985 __   40.  0 

The  cost  of  this  title  was  estimated  by  multiplying  the  increase 
in  each  special  pay  category  by  the  number  of  employees  receiving 
special  pay  in  that  category  according  to  VA  data  as  of  Febru- 
ary 28,  1979.  Emplojonent  levels  were  assumed  to  remain  static 
throughout  the  projection  period. 

Title  II. — This  title  would  establish  a  health  personnel  scholar- 
ship program.  Through  this  program,  the  VA  would  grant  scholar- 
ships for  certain  types  of  health-related  training  in  exchange  for 
obligated  VA  employment  at  slightly  reduced  salary  levels  after 
the  completion  of  training.  Emphasis  would  be  placed  on  accepting 
individuals  into  the  program  whose  chosen  field  of  specialization 
is  one  in  which  the  VA  is  experiencing  a  shortage  of  qualified 
personnel.  The  scholarships  would  cover  all  tuition  and  fees,  as 
well  as  a  monthly  stipend  of  $485.  The  monthly  stipend  would  be 
adjusted  annually  by  the  same  percentage  of  increase  that  is  made 
to  the  rates  of  pay  under  the  General  Schedule  for  Federal 
employees. 

Upon  completion  of  training,  each  scholarship  recipient  would 
owe  the  VA  one  year  of  obligated  employment  for  each  year  for 
which  the  individual  received  a  scholarship.  Medical  school 
graduates  would  be  allowed  to  defer  repayment  of  their  obligated 
service  while  they  are  receiving  graduate  medical  education,  but 
their  period  of  obligated  employment  would  be  increased  by  six 
months  for  each  year  of  deferment.  During  the  first  three  years  of 
obligated  employment,  physicians  and  dentists  would  not  be 
eligible  for  special  pay  and  would  be  eligible  for  only  half  of  the 
normal  special  pay  level  during  the  remainder  of  their  obligated 
service. 

(By  fiscal  years,  in  millions  of  dollars] 


1981         1982        1983        1984  1985 


Scholarship  program  costs: 

Estimated  authorization  level  

Estimated  outlays   

Offsetting  savings  in  medical  care  costs 

Estimated  authorization  level  

Estimated  outlays   


14 

13.8 

13.0 

12.8 

13.2 

14 

13.8 

13.0 

12.8 

13.2 

0 

-.4 

-.6 

-1.2 

-1.2 

0 

-.4 

-.6 

-1.2 

-1.2 

The  above  cost  estimate  is  based  upon  the  following  assumptions : 
Forty  percent  of  medical  school  scholarships  are  assumed  to  be 
granted  to  students  in  their  fourth  year  of  medical  school,  30 
percent  to  students  in  their  third  year,  20  percent  to  students  in 
in  their  second  year  and  10  percent  to  students  in  their  first  year. 

In  the  first  year  of  the  program,  25  percent  of  nursing  school 
scholarships  are  assumed  to  be  granted  to  students  in  each  of  the 
four  years  of  nursing  school.  In  later  years,  all  nursing  school 
scholarships  are  assumed  to  be  granted  to  students  in  their 
first  year. 
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In  the  first  year  of  the  program,  it  is  assumed  that  200  scholar- 
ships will  be  granted  to  medical  school  students  and  800  to 
nursing  school  students.  In  each  of  the  remaining  four  years,  100 
new  scholarships  will  be  granted  to  medical  school  students  and 
200  new  scholarships  to  nursing  school  students. 

Attrition  rates  for  medical  and  nursing  school  students  are 
assumed  to  be:  16  percent  before  the  beginning  of  the  second 
year  of  school,  an  additional  5  percent  before  the  beginning  of 
the  third  year,  an  additional  2  percent  before  the  beginning  of 
the  fourth  year  and  a  final  2  percent  before  the  beginning  of 
graduate  medical  training. 

Ten  percent  of  medical  school  scholarship  recipients  are 
assumed  to  complete  one  year  of  graduate  work;  the  remainder 
are  assumed  to  complete  four  years. 

The  annual  savings  in  special  pay  is  assumed  to  be  $16,300 
per  year  for  each  physician  during  the  first  three  years  of  obli- 
gated service. 

The  salary  savings  for  nurses  is  assumed  to  be  $2,100  per 
year  for  each  nurse  during  the  period  of  obligated  employment. 

Current  CBO  projections  of  increases  in  federal  salary  levels 
were  used  to  inflate  the  scholarship  stipend  in  the  out-years. 

Title  III. — Section  301  of  this  title  would  limit  the  automatic 
presumption  of  a  veteran's  inability  to  defray  necessary  medical 
expenses  (such  presumption  entitles  the  veteran  to  free  VA 
medical  care)  to  three  categories  of  veterans:  those  eligible  for 
Medicaid;  those  with  a  service-connected  disability;  and  those 
in  receipt  of  a  VA  pension.  Under  current  law,  the  VA  must  accept 
the  signed  oath  of  any  veteran  that  he/she  is  unable  to  pay  for 
needed  medical  services,  without  requiring  any  further  evidence 
of  financial  need. 

The  other  sections  of  this  title  would  make  technical  amend- 
ments to  title  38  which  would  not  be  expected  to  have  any  sig- 
nificant budgetary  impact. 

Estimated  authorization  level : 

Fiscal  year:  Millions 

1981   -$109.  1 

1982   -124.8 

1983   -143.4 

1984   -165.8 

1985   -193.4 

Estimated  outlays: 
Fiscal  year: 

1981   -109.1 

1982   -124.8 

1983   -143.4 

1984   -165.8 

1985   -193.4 

The  above  estimate  assumes  that  slightly  over  400,000  cases,  who 
would  be  automatically  admitted  to  VA  hospitals  under  current  law 
on  the  basis  of  the  poverty  oath,  would  have  their  applications  for 
admission  reviewed  under  this  amendment  to  determine  their  ability 
to  pay.  Of  those  400,000  cases,  5  percent  are  assumed  to  have  sufficient 
insurance  coverage  to  defray  the  cost  of  treatment  and,  therefore, 
would  be  denied  admission.  An  additional  2  percent  are  assumed  to 
have  sufficient  personal  income  and  assets  to  pay  for  their  care.  For 
outpatient  care,  only  1  percent  of  visits  are  assumed  to  be  denied. 


61-899  0-80-4 
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An  average  cost  per  inpatient  treated  was  estimated  at  $2,367  for 
fiscal  year  1978  based  on  data  contained  in  the  1978  VA  Annua] 
Report.  This  figure  was  increased  by  12  percent  a  year  to  account  for 
inflation.  An  average  cost  for  outpatient  visits  (staff  visits  only)  was 
estimated  at  $85  in  fiscal  year  1981  based  upon  VA  information. 

According  to  VA  sources,  the  administrative  cost  of  reviewing  the 
financial  status  of  discretionary  admissions  would  be  approximately 
$1  million  a  year.  This  figure  was  increased  in  the  out-years  to  account 
for  federal  pay  raises  and  for  increases  in  the  number  of  applications 
for  admission. 

7.  Estimate  compaiison:  None. 

8.  Previous  CBO  estimate:  None. 

9.  Estimate  prepared  by:  K.  W.  Shepherd. 

10.  Estimate  approved  by: 


(For  James  L.  Blum,  Assistant  Director  for  Budget  Analysis.) 

Section-by-Section  Analysis  of  H.R.  7102,  Veterans  Adminis- 
tration Health  Care  Personnel  Act  of  1980 

The  first  section  of  this  measure  provides  that  it  may  be  cited  as 
the  " Veterans'  Administration  Health  Care  Personnel  Act  of  1980", 
and  that  amendments  or  repeals  mentioned  therein  are  to  be  considered 
to  be  made  to  sections  or  provisions  of  title  38,  United  States  Code, 
except  as  otherwise  expressly  provided. 

TITLE  I  PHYSICIAN  AND  DENTIST  PAY  COMPARABILITY 

Section  101  of  the  bill  would  amend  section  6(a)  of  Public  Law 
94-123,  the  Veterans'  Administration  Physician  and  Dentist  Pay 
Comparability  Act  of  1975,  by  eliminating  the  expiration  of  the 
current  authority  to  enter  into  special  pay  agreements,  thereby 
making  that  authority  permanent.  The  purpose  of  this  amendment  is 


existing  special  pay  authority. 

Section  102  of  the  bill  would  add  a  new  subsection  (e)  to  Section 
4101  of  title  38  which  would  exclude  Department  of  Medicine  and 
Surgery  (DM&S)  employees  appointed  under  sections  4103,  4104(1), 
and  4114  of  title  38,  United  States  Code,  from  the  Senior  Executive 
Service  (SES),  an  institution  established  by  recent  enactment  of  the 
Civil  Service  Reform  Act  of  1978  (Pub.  L.  No.  95-454).  Also  exempted 
from  the  provisions  of  the  SES  by  this  section  of  the  bill  would  be  the 
position  of  director  of  a  hospital,  domiciliary  facility,  or  center.  In 
addition,  this  section  of  the  bill  would  exclude  part-time  DM&S 
employees  from  the  provisions  of  chapter  34  of  title  5,  the  current 
codification  of  the  Federal  Employees  Part-Time  Career  Employment 
Act  of  1978  (Pub.  L.  No.  95-437). 

Section  103  of  this  measure  would  amend  the  current  section  4118 
of  title  38  relating  to  special  pay  for  DM&S  physicians  and  dentists, 
to  increase  the  amounts  of  special  pay  authorized  for  certain  purposes 
and  to  make  numerous  other  modifications  to  the  existing  special  pay 
benefit  schedule.  Specifically,  section  103  would: 

Increase  the  total  amount  of  special  pay  authorized  to  be  paid 
to  eligible  DM&S  physicians  and  dentists  to  $22,000  and  $11,000, 
respectively; 


C.  G.  Nuckols, 


to  eliminate 


extend  the  VA's 
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Modify  the  prohibition  on  payment  of  special  pay  to  a  reem- 
ployed annuitant  to  permit  such  payment  to  such  an  individual 
if  he  or  she  were  involuntarily  separated  under  prior  Federal  law 
requiring  mandatory  retirement  at  age  70 ; 

Increase  the  total  amount  of  primary  special  pay  authorized 
to  be  paid  to  eligible  DM&S  physicians  and  dentists  to  $6,900 
and  $3,450  respectively  (primary  special  pay  for  part-time  phy- 
sicians and  dentists  would  continue  to  be  calculated  on  the  basis 
of  the  proportion  which  the  part-time  employment  in  the  DM&S 
of  such  physician  or  dentist  bears  to  full-time  employment) ; 

Establish  two  schedules  setting  forth  levels  of  incentive  special 
pay,  one  for  eligible  full-time  physicians  and  dentists,  the  other 
for  part-time  physicians  and  dentists.  The  incentive  special  pay 
authorized  to  be  paid  an  eligible  full-time  dentist  would  continue 
to  be  no  more  than  one-half  that  allowed  for  full-time  physicians, 
except  that  a  full-time  dentist  would  be  authorized  the  full 
amount  payable  for  a  scarce  dental  specialty,  board  certification, 
or  service  in  a  remote  geographic  location,  if  appropriate.  There- 
fore, the  maximum  amounts  of  incentive  special  pay  authorized 
full-time  DM&S  physicians  and  dentists  would  be  $15,100  and 
$7,550,  respectively.  The  amount  of  incentive  special  pay  would 
depend  upon  the  following  factors:  Full-time  employment  status 
(physicians  $6,000  and  dentists  $3,000),  tenure  within  DM&S, 
scarcity  of  a  medical  or  dental  specialty  ($3,400),  and  increased 
professional  or  administrative  responsibilities;  and 

Authorize  extra  amounts  of  incentive  special  pay  for  board 
certification  ($2,000  to  eligible  full-time  physicians  and  dentists 
for  primary  board  certification,  or  $2,500  to  such  individuals  for 
secondary  board  certification)  and  for  service  in  remote  geo- 
graphic locations  having  a  scarcity  of  qualified  physicians  or 
dentists,  as  determined  by  the  Chief  Medical  Director  ($3,400). 
Moreover,  section  103  of  the  bill  would  generally  retain  at  current 
levels  the  incentive  special  pay  schedule  for  Dart-time  DM&S  physi- 
cians and  dentists.  However,  additional  incentive  special  pay  amounts 
of  $1,000  and  $1,250  would  be  authorized  eligible  part-time  physicians 
and  dentists  for  board  certifications  (primary  or  secondary,  respec- 
tively) and  $2,000  for  such  individuals  based  upon  service  in  certain 
remote  geographic  locations.  Incentive  special  pay  received  by  eligible 
part-time  DM&S  physicians  or  dentists  would  continue  to  be  a  pro- 
portional amount  calculated  on  the  basis  of  the  proportion  which  the 
part-time  employment  in  the  DM&S  bears  to  full-time  employment. 
The  incentive  special  pay  received  by  a  full-time  or  part-time  DM&S 
physician  or  dentist  for  either  board  certification  or  for  duty  in  a  re- 
mote geographic  location  would  be  excluded  from  the  applicable 
maximum  amounts  of  special  pay  or  incentive  special  pay. 

Section  103  would  also  authorize  the  consideration  of  special  pay  as 
basic  pay  for  civil  service  retirement  purposes  in  the  case  of  physicians 
and  dentists  who  have  been  employed  in  the  DM&S  on  a  full-time 
basis  for  not  less  than  15  years.  This  consideration  would  be  effective 
with  respect  to  civil  service  retirement  annuities  beginning  on  or 
after  September  30,  1980. 

Under  the  provisions  of  section  103,  a  VA  scholarship  recipient 
serving  a  period  of  obligated  service  would  be  ineligible  for  special 
pay  of  any  kind  during  the  first  three  years  of  obligated  service  and, 
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thereafter,  would  be  eligible  therefor  only  for  one-half  the  amount  to 
which  such  individual  would  be  otherwise  eligible. 

The  provisions  of  section  103  would  be  applicable  with  respect 
to  pay  periods  beginning  in  fiscal  year  1981  (after  September  30, 
1980). 

Section  104  of  the  bill  would  allow  the  rates  of  pay  for  DM&S 
physicians,  dentists,  and  nurses  to  be  established  based  upon  a  full 
consideration  of  the  professional  qualifications  and  responsibilities 
of  such  individuals,  notwithstanding  the  provisions  of  section  5301 
of  title  5. 

TITLE  II  VETERANS  ADMINISTRATION  HEALTH  PROFESSIONAL 

SCHOLARSHIP  PROGRAM 

Section  201(a)  of  the  bill  would  amend  chapter  73  of  title  38  by 
adding  thereto  a  new  subchapter  IV.  This  new  subchapter  would 
create  the  Veterans  Administration  Health  Personnel  Scholarship 
Program. 

The  first  section  of  the  proposed  new  subchapter  (section  4141) 
would  establish  the  Scholarship  Program  "to  assist  in  providing 
an  adequate  supply  of  trained  health  care  personnel  for  the  Veterans' 
Administration  and  the  Nation."  The  main  purpose  of  the  bill  would 
be  to  enhance  the  Veterans  Administration's  ability  to  recruit  and 
retain  physicians,  dentists,  and  certain  other  health  care  professionals. 
An  incidental  effect  of  the  bill  would  be  to  increase  the  number  of 
health  professionals  nationwide.  Scholarships  to  new  participants 
in  this  program  would  not  be  furnished  after  the  last  day  of  the 
tenth  fiscal  year  following  the  fiscal  year  in  which  the  program  is 
initiated.  The  date  of  initiation  of  the  program  would  be  the  date 
the  first  scholarship  is  approved  by  the  Administrator. 

Subsection  (a)  of  the  proposed  section  4142  would  set  out  the  re- 
quirements for  eligibility  for  acceptance  and  continued  participation 
in  the  Scholarship  Program.  Those  requirements  would  be  that  an 
applicant:  (1)  be  accepted  for  enrollment,  or  be  enrolled,  as  a  full-time 
student  (a)  in  an  accredited  (as  determined  by  the  Administrator) 
educational  institution  in  a  State,  and  (b)  in  a  course  of  study  or 
program,  offered  by  such  institution  and  approved  by  the  Administra- 
tor, leading  to  a  degree  in  medicine,  osteopathy,  dentistry,  podiatry, 
optometry,  or  nursing,  or  leading  to  training  as  a  physician  assistant 
or  expanded-f unction  dental  auxiliary;  (2)  submit  an  application  to 
participate  in  the  Scholarship  Program;  and  (3)  sign  and  submit  to 
the  Administrator,  at  the  time  of  submittal  of  such  application,  a 
written  contract  to  accept  payment  of  a  scholarship  and  to  serve  a 
period  of  obligated  service. 

Section  4142(b)  would  direct  the  Administrator  to  provide  applica- 
tion and  contract  forms  to  those  individuals  desiring  to  participate  in 
the  Scholarship  Program,  including  with  such  forms  a  fair  summary  of 
the  rights  and  liabilities  of  individuals  whose  applications  are  approved 
and  such  other  information  as  may  be  necessary  for  them  to  under- 
stand their  prospective  participation  in  the  program  and  their  service 
in  the  DM&S. 

Proposed  section  4142(c)  would  require  the  Administrator  to  give 
initial  priority  in  acceptance  of  applicants  for  participation  in  the 
Scholarship  Program  to  those  individuals  who  have  previously  received 
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such  scholarships,  and,  subsequently,  to  those  individuals  who  enroll 
in  a  course  of  study  or  program  described  in  the  proposed  subsection 
(a)(1)(B). 

The  proposed  section  4142(d)  would  specify  that  individuals  be- 
come participants  in  the  Scholarship  Program  only  upon  the  Ad- 
ministrator's approval  of  their  applications  and  acceptance  of  the 
written  contracts  submitted  by  the  applicants. 

The  contents  of  the  written  contract  would  be  specified  in  a  pro- 
posed section  4142(e).  Those  contents  would  include  an  agreement 
that  (contingent  upon  funds  being  appropriated  for  the  Scholarship 
Program)  the  VA  would  agree  to  afford  the  individual  concerned  the 
opportunity  for  employment  to  fulfill  a  period  of  obligated  service  in 
return  for  the  receipt  by  such  individual  of  a  scholarship  of  from  one 
to  four  years.  The  scholarship  recipient  would  agree  in  the  contract 
to  the  following :  to  accept  the  scholarship ;  to  maintain  enrollment  in 
a  course  of  study  (as  described  in  38  U.S.C.  §  4142(a)(1)(B))  until 
completion  of  the  course;  to  maintain  an  acceptable  level  of  academic 
standing;  to  serve  a  period  of  obligated  service  equal  to  the  greater 
of  one  calendar  year  for  each  school  year  for  which  the  individual  was 
provided  a  scholarship,  or  two  calendar  years;  and,  to  serve  any 
additional  period  of  obligated  service,  when  obligated  service  is 
deferred  pursuant  to  38  U.S.C.  §  4143(b)(3).  In  addition,  the  written 
contract  would  have  to  contain  a  statement  of  damages  to  which  the 
United  States  would  be  entitled  should  the  contract  be  breached,  and 
such  other  statements  of  the  rights  and  liabilities  of  the  parties  to  the 
contract  which  are  consistent  with  the  provisions  of  subchapter  IV. 

The  proposed  section  4142(f)  would  provide  that  a  participant's 
scholarship  would  consist  of  payment  to,  or  on  behalf  of,  the  student : 
(1)  tuition;  (2)  other  reasonable  educational  expenses  (including  fees, 
books,  and  laboratory  expenses) ;  and  (3)  a  stipend  of  no  more  than 
$485  per  month  for  each  of  the  12  consecutive  months  beginning  with 
the  first  month  of  the  school  year.  This  subsection  would  authorize 
the  Administrator  to  contract  with  an  educational  institution  in  which 
a  participant  is  enrolled :  to  pay  to  such  institution  directly  the  amounts 
of  tuition  and  other  reasonable  educational  expenses  of  a  participant; 
and;  payment  to  such  institution  would  be  without  regard  to  section 
3648  of  the  Revised  Statutes  of  the  United  States  (31  U.S.C.  §  529) 
which  prohibits  certain  advances  of  public  monies.  Moreover,  the 
amount  of  monthly  stipend  would  be  increased  (effective  in  FY 
1981)  annually  by  the  percentage  of  the  annual  cost-of-living  adjust- 
ment in  the  salaries  of  Federal  employees  under  the  General  Schedule. 

The  proposed  section  4142(g)  would  provide  that,  notwithstanding 
any  other  provision  of  the  law,  persons  undergoing  academic  training 
under  the  Scholarship  Program  (prior  to  engaging  in  deferred  intern- 
ship, residency,  or  other  advanced  clinical  training)  would  not  be 
considered  Federal  employees  nor  would  they  be  counted  against  any 
employment  ceiling  affecting  the  DM&S. 

The  proposed  section  4142(h)  would  require  the  Administrator  to 
report  to  Congress  on  March  1  of  each  year: 

(1)  The  number  of  students  receiving  scholarships  under  the 
Scholarship  Program,  and  the  number  of  students  enrolled  in 
each  type  of  health  profession  training ; 

(2)  The  schools  at  which  such  students  are  receiving  their 
training; 
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(3)  The  number  of  applications  filed  under  this  section  in  the 
current  and  prior  academic  years;  and 

(4)  The  amount  of  tuition  paid  in  the  aggregate  and  at  each 
school  for  the  current  and  prior  academic  years. 

The  Administrator  would  be  allowed  to  issue  regulations  and  dele- 
gate authority,  as  necessary,  to  carry  out  the  Scholarship  Program 
under  authority  of  new  section  4142  (i). 

The  new  section  4143(a)  would  provide  that  each  participant  in 
the  Scholarship  Program  be  required  to  serve  in  full-time  clinical 
practice  of  such  individual's  profession  or  in  another  health  care 
position,  in  an  assignment  or  location  determined  by  the  Adminis- 
trator or  designee,  as  an  employee  of  the  DM&S  for  the  period  of 
obligated  service  as  provided  in  such  individual's  written  contract. 

Subsection  (b)  of  the  proposed  new  section  4143  would  require 
that  the  Administrator  provide  each  participant  in  the  Scholarship 
Program  with  at  least  60  days'  notice  of  the  opportunity  to  serve  the 
requisite  period  of  obligated  service.  This  60-day  notice  would  have 
to  precede  the  date  upon  which  a  participant  becomes  licensed  to 
practice  medicine,  osteopathy,  dentistry,  optometry,  or  podiatry, 
or  becomes  registered  as  a  graduate  nurse,  or,  if  the  individual  is 
pursuing  a  degree  from  an  institution  other  than  a  school  of  medicine, 
osteopathy,  dentistry,  optometry,  podiatry,  or  nursing,  the  date 
such  individual  completes  the  academic  training  leading  to  such 
degree.  With  respect  to  a  person  receiving  a  degree  from  a  school  of 
medicine,  osteopathy,  dentistry,  optometry,  or  podiatry,  the  Admin- 
istrator would  be  able  to  defer  the  beginning  of  obligated  service  for 
the  period  of  time  required  for  the  participant  to  complete  internship, 
residency  or  other  advanced  clinical  training.  No  period  of  deferred 
internship,  residency  or  other  advanced  clinical  training  would  be 
counted  toward  satisfying  a  period  of  obligated  service.  Any  person 
whose  period  of  obligated  service  is  deferred  would  be  required  to  under- 
take internship,  residency  or  advanced  clinical  training  in  an  accredited 
educational  institution  which  has  an  affiliation  agreement  with  the 
VA,  would  incur  additional  obligated  service  at  the  rate  of  one-half 
of  a  calendar  year  for  each  year  of  deferred  service,  or  proportionate 
ratio  thereof,  so  long  as  the  internship,  residency  or  advanced  clinical 
training  is  in  a  medical  or  dental  specialty  necessary  to  meet  the  health 
care  requirements  of  the  VA.  In  the  event  that  the  specialty  does 
not  meet  the  VA's  health  care  requirements,  the  additional  period  of 
obligated  service  would  be  at  the  rate  of  three-quarters  of  a  calendar 
year  for  each  year  of  deferred  obligated  service,  or  a  proportionate 
ratio  thereof. 

The  proposed  section  4143(c)  would  provide  that  the  period  of 
obligated  service  would  begin  on  the  date  a  participant  in  the  Scholar- 
ship Program  is  appointed  as  an  employee  of  the  DM&S. 

Proposed  section  4144  would  address  numerous  issues  relating  to 
breaches  of  contracts  under  the  Scholarship  Program.  Under  subsec- 
tion (a)  of  this  new  section,  any  individual  entering  into  a  written 
contract  and  then  failing  to  accept  payment  of  a  scholarship  would 
be  liable  to  the  United  States  for  the  amount  of  $1,500  as  liquidated 
damages,  in  addition  to  any  service  obligation  under  that  contract. 
Proposed  section  4144(b)  would  make  an  individual  liable  for  the 
amount  (including  stipends)  paid  under  the  contract,  in  lieu  of  any 
service  obligation,  if  such  individual  fails  to  maintain  an  acceptable 
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level  of  academic  standing,  is  dismissed  from  the  educational  institu- 
tion for  disciplinary  reasons,  voluntarily  terminates  the  training  prior 
to  its  completion,  or  fails  to  become  licensed  to  practice  medicine, 
osteopathy,  dentistry,  podiatry,  or  optometry  in  a  State,  or  fails  to 
become  registered  as  a  graduate  nurse  in  a  State,  during  a  period  of 
time  prescribed  under  regulations  issued  by  the  Administrator. 

Proposed  section  4144(c)  would  specify  a  formula  by  which  the 
United  States  would  be  entitled  to  recover  damages  in  the  event  that 
a  participant  breaches  the  written  contract  by  failing  either  to  begin 
or  to  complete  an  applicable  period  of  obligated  service. 

Subsection  (d)(1)  of  the  proposed  section  4144  would  allow  for  the 
cancellation  of  any  obligation  under  the  Scholarship  Program  upon 
the  death  of  a  participant.  By  virtue  of  section  4144(d)(2),  the  Ad- 
ministrator would  be  able  to  waive  or  suspend  any  obligation  under 
the  Scholarship  Program  by  regulation,  whenever  compliance  by  the 
individual  is  deemed  impossible  due  to  circumstances  beyond  the 
control  of  the  individual  or  whenever  the  Administrator  determines 
that  the  waiver  or  suspension  of  compliance  would  be  in  the  best 
interest  of  the  Veterans  Administration.  As  an  example  of  the  latter 
situation,  a  determination  could  be  made  to  waive  the  obligated  serv- 
ice of  a  VA  scholarship  recipient  with  a  specialty  which  does  not  meet 
the  VA's  health  care  needs  (e.g.,  pediatrics  or  obstetrics).  In  such  a 
case,  the  Administrator  could  elect  to  waive  the  obligated  service  to 
the  VA  and  transfer  the  obligated  service  of  such  an  individual  to 
another  Federal  Government  health  care  agency  (such  as  the  Public 
Health  Service  or  Department  of  Defense)  in  return  for  the  services 
of  a  health  care  professional  whose  specialty  does  meet  the  health  care 
needs  of  the  VA. 

The  proposed  section  4144(d)(3)  would  allow  for  a  discharge  in 
bankruptcy  under  title  11  of  the  United  States  Code  to  release  a 
scholarship  participant's  obligation,  but  only  if  such  discharge  in 
bankruptcy  was  granted  after  the  expiration  of  the  five-year  period 
beginning  on  the  first  date  that  payment  of  such  damages  was  due. 

Section  4145  of  the  proposed  new  subchapter  would,  notwithstand- 
ing any  other  provision  of  law,  exempt  from  taxation  any  payments 
to,  or  on  behalf  of,  a  participant  for  tuition,  reasonable  education 
expenses,  or  monthly  stipend  under  the  Scholarship  Program. 

The  proposed  section  4146  would  make  the  Administrator's  au- 
thority to  make  payments  under  the  Scholarship  Program  effective 
for  any  fiscal  year  only  to  the  extent  that  appropriated  funds  are  avail- 
able for  such  purpose. 

Section  201(b)  of  the  bill  would  authorize,  effective  October  1,  1980, 
the  appropriation  of  such  sums  as  may  be  necessary  to  carry  out  the 
Scholarship  Program. 

TITLE  III  MISCELLANEOUS  AMENDMENTS 

Section  301  of  the  bill  would  amend  section  622  of  title  38.  This 
amendment  would  establish  as  sufficient  evidence  of  a  veteran's 
inability  to  defray  necessary  expenses  the  fact  that  the  veteran  is 
eligible  to  receive  medical  assistance  under  title  XIX  of  the  Social 
Security  Act  (Grants  to  States  for  Medical  Assistance),  or  that  the 
veteran  has  a  service-connected  disability  or  is  in  receipt  of  a  non- 
service-connected  pension.  This  change  of  law  will  modify  the  exist- 
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ing  statement-under-oath  statutory  requirement  as  to  an  applicants 
inability  to  defray  necessary  expenses. 

Section  302  of  the  bill  would  amend  section  4112  of  title  38,  relating 
to  the  advisory  committees  required  to  be  established  in  those  situa- 
tions where  the  Administrator  has  an  agreement  with  schools  of  medi- 
cine (i.e.,  "Deans'  "  committees).  This  amendment  would  add  a  sen- 
tence thereto  advising  that  each  such  committee  must  be  guided  in 
its  actions  by  the  principles  enunciated  in  Veterans  Administration 
Policy  Memorandum  No.  2,  dated  January  30,  1946.  The  general 
division  of  responsibility  set  forth  in  that  VA  Policy  Memorandum 
was  to  the  effect  that  the  VA  would  retain  full  responsibility  for  the 
care  of  patients,  including  professional  treatment,  and  the  school  of 
medicine  associated  with  the  VA  hospital  would  accept  responsibility 
for  all  graduate  education  and  training. 

Section  303  of  the  measure  would  amend  section  5022  of  title  38, 
relating  to  the  VA's  management  of  certain  real  property.  This  section 
would  require  the  Administrator  to  submit  a  factual  report  to  the 
House  and  Senate  Committees  on  Veterans'  Affairs  prior  to  the  trans- 
fer or  disposal  of  real  property  valued  in  excess  of  $50,000,  owned  by 
the  United  States  and  administered  by  the  VA.  Only  after  the  expira- 
tion of  30  days  following  the  submission  of  such  a  report  could  such  a 
transaction  be  entered  into  by  the  Administrator.  This  section  would 
also  amend  section  5070  of  title  38  by  eliminating  the  Administrator's 
authority  to  lease  to  any  eligible  institution  such  land,  buildings  and 
equipment  under  the  control  of  the  Administrator  as  is  deemed  neces- 
sary and  appropriate. 

Section  304  of  the  bill  would  increase  from  two  and  one-half  to  four 
the  number  of  beds  per  thousand  veteran  population  required  to  pro- 
vide adequate  nursing  home  care  in  State  home  facilities  under  existing 
section  5034(1)  of  title  38. 

Section  305  of  the  bill  would  repeal  the  requirement  under  existing 
law  (38  U.S.C.  §  5093(b)(1))  that  recipients  of  health  care  personnel 
training  grants  substantially  increase  the  number  of  individuals 
receiving  training. 

Section  306  of  the  bill  would  amend  section  8  of  Public  Law  95-520, 
the  Veterans  Administration  Programs  Extension  Act  of  1978,  by 
extending  from  February  1,  1980,  to  February  1,  1981,  the  deadline 
for  submission  of  a  report  on  hospital  care  and  medical  services  fur- 
nished in  the  Commonwealth  of  Puerto  Rico  and  in  the  Virgin  Islands. 

Inflationary  Impact 

Pursuant  to  Rule  XI  of  the  Rules  of  the  House  of  Representatives, 
the  reported  bill  will  have  no  inflationary  impact. 

Agency  Report 

The  Veterans  Administration  submitted  the  following  transmittal 
on  the  "Veterans  Administration  Health  Care  Personnel  Act  of  1980". 
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Office  of  the  Administrator  of  Veterans  Affairs, 

Washington,  B.C.,  April  2J+,  1980. 

Hon.  Ray  Roberts, 

Chairman,  Committee  on  Veterans1  Affairs,  House  of  Representatives, 
Washington,  B.C. 

Dear  Mr.  Chairman:  I  am  pleased  to  have  this  opportunity 
to  advise  you  of  this  Agency's  views  with  regard  to  the  bill  to  amend 
title  38,  United  States  Code,  to  promote  the  recruitment  and  re- 
tention of  physicians,  dentists,  nurses,  and  other  health  care  person- 
nel in  the  Department  of  Medicine  and  Surgery  of  the  Veterans 
Administration,  and  for  other  purposes.  In  view  of  the  impending 
action  your  committee  is  planning  with  respect  to  this  measure,  the 
report  which  follows  will  not  be  as  detailed  as  it  would  be  otherwise. 

The  subject  legislation  is  to  be  entitled  the  " Veterans  Adminis- 
tration Health  Care  Personnel  Act  of  1980."  Title  I  thereof  contains 
a  provision  which  would  exclude  title  38  personnel  from  the  Senior 
Executive  Service  (SES),  created  by  the  Civil  Service  Reform  Act  of 
1978  (Public  Law  95-454). 

The  Congress,  in  establishing  the  Department  of  Medicine  and 
Surgery  (DM&S)  in  1946,  recognized  that  the  operation  of  a 
comprehensive  health  care  program  required  special  authority  to 
employ  and  pay  key  personnel — a  personnel  system  which  would 
attract  the  high  quality  professional  medical  personnel  needed  to  care 
for  patients  24  hours  a  day,  7  days  a  week.  Thus,  the  enabling  legis- 
lation also  authorized  the  establishment  of  a  highly  specialized 
unified  personnel  system  in  support  of  the  Agency's  mission.  This 
unique,  title  38  personnel  system  has  been  the  cornerstone  of  the 
DM&S  since  its  establishment.  It  is  a  dynamic  personnel  system 
and,  as  modified  from  time  to  time,  has  been  highly  successful  in 
meeting  the  needs  of  the  VA's  health  care  program  for  over  33  years. 
The  authorities  prescribed  by  law  for  the  DM&S  personnel  system 
are  broad  and  comprehensive  and  provide  the  flexibilities  that  are 
required  to  maintain  a  responsive  system. 

I  believe  the  existing  title  38  personnel  system  must  remain  as  a 
totally  integrated  career  system  covering  all  of  the  6,347  full-time 
physicians  3,977  part-time  physicians  (excluding  residents  and  in- 
terns), 912  dentists,  and  29,194  nurses  employed  in  the  DM&S.  As 
you  are  aware,  significant  changes  in  government-wide  personnel 
practices  and  authorities  resulted  from  enactment  of  the  1978  Civil 
Service  Reform  Act.  Among  the  changes  made  was  the  establishment 
of  a  new  system  for  employing  and  managing  executives,  the  Senior 
Executive  Service  (SES) .  Last  year  the  President  granted  the  Veter- 
ans Administration  a  one-year  exemption  from  the  requirement  to 
include  certain  title  38  personnel  in  the  SES.  The  Director  of  the  Office 
of  Management  and  Budget  and  the  Director  of  the  Office  of  Per- 
sonnel Management  are  now  prepared  to  submit  a  joint  recommenda- 
tion to  the  President  which  would  provide  a  permanent  exemption  of 
title  38  physicians  and  dentists  from  the  provisions  of  the  Civil 
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Service  Reform  Act  relating  to  the  SES.  Favorable  consideration  by 
the  President  of  this  action  would  ensure  that  we  have  the  authority 
and  flexibility  that  is  necessary  to  obtain  the  type  of  medical  care 
personnel  who  are  essential  to  our  mission  of  providing  quality  medical 
care  to  veterans.  In  light  of  this  action  which  can  be  taken  without 
amending  the  law,  we  would  submit  that  the  legislative  approach 
suggested  by  this  bill  is  unnecessary. 

The  remainder  of  title  I  of  the  bill  would  increase  the  amounts  of 
special  pay  authorized  to  be  payable  to  eligible  DM&S  physicians 
and  dentists.  Under  the  provisions  of  this  measure,  the  existing  maxi- 
mum amounts  of  special  pay  authorized  certain  DM&S  physicians 
would  be  increased  from  $13,500  to  $22,000,  and  the  amount  payable 
to  certain  DM&S  dentists  would  be  increased  from  $6,750  to  $11,000. 

Initially,  Public  Law  94-123  was  successful  in  meeting  the  stated 
legislative  goals  to  assist  the  DM&S  in  the  recruitment  of  necessary 
and  well-qualified  physicians  and  dentists  and  concomitantly  to  im- 
prove the  quality  of  medical  care  to  veterans.  Currently,  the  DM&S  is 
experiencing  a  loss  rate  with  respect  to  full-time  physicians  which 
significantly  exceeds  gains.  Recruitment  for  positions  within  DM&S 
is  also  becoming  increasingly  more  difficult.  The  time  required  to 
recruit  an  employee  now  averages  almost  ten  months  and  recruitment 
for  some  medical  specialities  takes  between  one  and  two  years. 

We  believe  steps  must  be  taken  to  reverse  these  staffing  loss  trends 
and  once  again  establish  VA  employment,  both  full-time  and  part- 
time,  as  a  viable  and  competitive  career  choice  for  highly  qualified 
physicians.  A  medical  staff  with  the  proper  mix  of  full-time  and  part- 
time  physicians,  both  generalists  and  medical  specialists,  and  having 
certified  qualifications,  is  the  very  foundation  for  the  provision  of 
high-quality  medical  care. 

We  acknowledge  that  initiatives  to  reverse  staffing  loss  trends  and 
improve  the  competitive  nature  of  a  career  in  the  health  care  system 
of  the  VA,  as  important  as  they  may  be,  must  be  viewed  in  the  context 
of  other  national  concerns.  As  you  know,  strong  inflationary  pressures 
are  now  prevalent  throughout  this  nation's  economy.  In  order  that 
this  inflationary  trend  may  be  brought  under  control,  genuine  restraint 
must  be  exercised  with  respect  to  Federal  spending.  For  this  reason, 
we  do  not  recommend  an  increase  in  the  amounts  of  special  pay  for 
DM&S  physicians  and  dentists  at  the  present  time. 

Under  existing  law,  our  special  pay  authority  will  continue  through 
fiscal  year  1981.  Therefore,  we  believe  it  would  be  appropriate  to 
delay  action  for  another  year.  As  the  President  has  stated,  if  the  cur- 
rent inflationary  trend  is  to  be  limited  or  diminished,  the  Federal 
Government  must  reduce  its  spending  and  balance  the  budget. 
Accordingly,  we  oppose  enactment  of  section  103,  which  we  estimate 
to  cost  $70.2  million  in  fiscal  year  1981,  with  a  five-year  cost  of  $580.6 
million. 

The  Administration  recognizes  that  there  is  a  need  to  have  the  ap- 
propriate amounts  and  structure  of  the  VA  bonus  program  reviewed 
further  to  find  a  more  effective  alternative  to  the  present  system.  This 
review  will  provide  the  necessary  basis  for  legislative  proposals  prior 
to  the  expiration  of  our  current  special  pay  authority. 

Notwithstanding  our  recommendation  that  the  issue  with  respect 
to  an  increase  in  special  pay  be  delayed  for  a  year,  we  would  not 
oppose  some  modifications  of  the  current  factors  now  specified  in 
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section  4118(c)  of  title  38,  delineating  amounts  payable  within  the 
current  $13,500  cap,  to  make  them  more  relevant  to  current  needs. 
Specifically,  we  propose  the  elimination  of  that  provision  contained  in 
subsection  (d)  which  would  have  been  payable  in  1975  but  for  the 
restrictive  language.  The  continuation  of  this  reduction  is  no  longer 
appropriate  or  equitable. 

Section  104  of  the  bill  would  require  that  rates  of  pay  for  physicians, 
dentists,  and  nurses  shall  be  established  to  consider  fully  the  profes- 
sional responsibilities  of  such  individuals,  notwithstanding  the  pro- 
visions of  section  5301  of  title  5  regarding  equal  pay  for  equal  work, 
interrelationship  (or  linkage),  and  other  pay  principles  underlying 
statutory  pay  systems.  We  see  considerable  problems  of  equity 
which  may  result  if  pay  systems  and  rates  of  pay  for  DM&S  employees 
are  no  longer  subject  to  these  pay  setting  principles,  particularly  with 
respect  to  the  interrelationship  requirement,  which  helps  assure  that 
employees  performing  at  the  same  level  are  paid  generally  the  same 
rates  regardless  of  pay  system.  Further,  currently  being  considered 
by  the  Congress  is  the  President's  pay  reform  proposal  which  includes 
amendments  to  section  5301  of  title  5,  United  States  Code.  Accord- 
ingly, we  do  not  support  section  104  of  this  bill. 

Title  II  of  the  bill  would  establish  a  health  professional  scholarship 
program  within  the  VA.  This  provision  must  be  considered  in  the 
context  of  other  health  professional  assistance  programs  that  are 
available.  It  is  also,  to  some  extent,  affected  by  the  same  economic 
factors  which  we  believe  require  a  delay  in  any  increase  in  the  current 
special  pay  benefits  for  DM&S  physicians  and  dentists.  We  would 
suggest,  however,  that  it  would  be  appropriate  to  give  the  issues 
associated  with  this  provision  further  consideration  as  part  of  the 
study  that  the  Administration  proposes  to  make  of  the  adequacy  of 
the  compensation  now  available  to  DM&S  physicians  and  dentists, 
with  a  view  to  finding  a  more  effective  alternative  to  the  present 
system.  Accordingly,  we  do  not  favor  enactment  of  this  provision. 

It  is  estimated  that  the  five-year  cost  of  title  II  of  this  measure 
would  be  as  follows : 


Fiscal  year:  Millions 

1981   $1.5 

1982   13.  4 

1983   12.  3 

1984   11.  4 

1985   10.  9 


5-year  total   49.  5 


We  favor  the  proposed  changes  in  the  standards  for  ascertaining  the 
inability  to  defray  medical  expenses  contained  in  section  301  of  title 
III  of  the  bill.  In  effect,  this  will  provide  authority  to  look  behind  the 
oath  of  inability  to  pay  unless  the  veteran  making  such  oath  has  a 
service-connected  disability  or  is  in  receipt  of  veterans'  pension  benefits 
or  state  medical  assistance  under  Medicaid.  At  a  time  when  resources 
are  restricted,  we  believe  care  for  non-service-connected  veterans  should 
be  limited  to  those  who  are  truly  in  need  and  who  do  not  have  the 
resources  which  are  required  to  meet  their  medical  care  requirements. 
For  this  reason  we  believe  the  approach  set  forth  in  section  301  is 
warranted,  and  we  favor  its  enactment. 

•  We  oppose  enactment  of  section  302  of  the  bill  which  would,  in 
effect,  require  the  Chief  Medical  Director  to  follow  basic  policies  with 
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respect  to  affiliations  with  medical  schools  that  were  established  in 
1946  by  a  prior  Chief  Medical  Director.  Among  other  things,  that 
policy  would  require  that  all  consultants  would  be  veterans  and 
members  of  the  faculty  of  the  affiliated  institution.  In  our  opinion,  the 
Chief  Medical  Director  has  sufficient  authority  to  assure  the  proper 
balance  between  our  obligations  for  veterans'  medical  care  and  our 
association  with  medical  institutions  in  providing  health  manpower 
to  meet  the  Nation's  needs.  We  believe  enactment  of  this  subsection 
would  tend  to  restrict  the  flexibility  of  the  current  Chief  Medical 
Director  to  modify  these  affiliation  relationships  to  meet  current  needs. 

Section  303(a)  of  the  bill,  which  requires  the  notification  of  the 
Veterans'  Affairs  Committees  of  the  House  and  Senate  prior  to  certain 
transfer  or  excessing  of  real  estate  which  has  an  estimated  value  in 
excess  of  $50,000,  would  appear  to  impose  an  additional  limitation  on 
the  flexibility  of  the  executive  branch  to  manage  real  estate  in  the  most 
efficient  manner.  We  have  attempted  to  be  responsive  to  any  objections 
that  might  have  been  raised  by  the  Committees  in  connection  with  the 
disposal  of  real  property.  For  this  reason  we  do  not  favor  this  provision. 

We  also  do  not  favor  enactment  of  section  303(b)  of  the  bill  which 
would  amend  section  5070  of  title  38  by  deleting  the  authority  of  the 
Administrator  to  enter  into  leases  of  land,  buildings,  and  structures 
under  VA  control  for  periods  in  excess  of  three  years,  where  necessary 
to  carry  out  the  objectives  of  our  health  manpower  assistance  program. 
There  are  restrictions  and  requirements  that  can  be  included  in  long 
term  leases  which  provide  protection  to  VA  operations  that  could  not 
be  required  once  title  to  the  property  passed  to  another  source. 
Although  the  property  which  is  the  subject  of  a  long-term  lease  must 
be  determined  to  be  excess  to  our  needs  before  we  enter  into  such  lease, 
and  therefore  we  would  have  the  option  of  excessing  it.  we  believe  it 
is  more  desirable  to  utilize  the  long-term  lease  approach  whereby  we 
can  assure  ourselves  ,  as  to  whom  the  tenants  of  the  property  would 
be  and  the  purposes  for  which  it  would  be  utilized.  We  are,  therefore, 
strongly  opposed  to  the  deletion  of  this  authority. 

Section  304  of  the  measure  would  revise  the  existing  authorized 
ceiling  for  VA  funding  of  State  nursing  home  construction  from  two 
and  one-half  beds  per  thousand  veterans  population  to  four  beds  per 
thousand  veterans  population.  Section  305  of  the  bill  would  repeal  the 
requirement  that  recipients  of  health  care  personnel  training  grants 
must  increase  the  number  of  individuals  receiving  such  training.  The 
final  section  of  this  bill  (section  306)  would  amend  section  8  of  the 
Veterans'  Administration  Programs  Extension  Act  of  1978  (Public 
Law  95-520)  to  extend  the  time  for  the  submission  of  a  report  on 
hospital  care  and  medical  services  furnished  in  the  Commonwealth 
of  Puerto  Rico  and  in  the  Virgin  Islands.  We  favor  enactment  of 
sections  304,  305,  and  306  of  this  measure. 

Advice  has  been  received  from  the  Office  of  Management  and  Budget 
that  the  enactment  of  this  legislation  would  not  be  in  accord  with  the 
program  of  the  President. 
Sincerely, 

Max  Cleland, 

Administrator. 
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Changes  in  Existing  Law  Made  by  the  Bill,  as  Reported 

In  compliance  with  clause  3  of  Rule  XIII  of  the  Rules  of  the  House 
of  Representatives,  changes  in  existing  law  made  by  the  bill,  as  re- 
ported, are  shown  as  follows  (existing  law  proposed  to  be  omitted  is 
enclosed  in  black  brackets,  new  matter  is  printed  in  italic,  existing 
law  in  which  no  change  is  proposed  is  shown  in  roman)  : 

Section  6  or  the  Veterans'  Administration  Physician  and  Dentist 
Comparability  Pay  Act  of  1975 

AN  ACT  To  amend  title  38,  United  States  Code,  to  provide  special  pay  and  incen- 
tive pay  for  certain  physicians  and  dentists  employed  by  the  Department  of 
Medicine  and  Surgery  of  the  Veterans'  Administration  in  order  to  enhance  the 
recruitment  and  retention  of  such  personnel,  and  for  other  purposes. 
******* 

Sec.  6.  (a)  [(1)]  The  amendments  made  by  section  2  of  this  Act 
shall  become  effective  on  October  12, 1975. 

[(2)  No  agreement  to  provide  special  pay  may  be  entered  into  pur- 
suant to  section  4118  of  title  38,  United  States  Code  (as  added  by  sec- 
tion 2(d)(1)  of  this  Act),  after  September  30,  1981.] 

(b)  Except  as  provided  in  subsection  (a)  (1)  of  this  section,  the 
amendments  made  by  this  Act  shall  become  effective  beginning  the 
first  pay  period  following  thirty  days  after  the  date  of  the  enactment 
of  this  Act. 


TITLE  38,  UNITED  STATES  CODE 

*  *  *  *  *  *  * 

PART  p.  GENERAL  BENEFITS 

*  *  *  *  *  *  * 

CHAPTER  17— HOSPITAL,  NURSING  HOME,  DOMICILIARY, 
AND  MEDICAL  CARE 

SUBCHAPTER  I— GENERAL 

Sec. 

******* 

SUBCHAPTER  III— MISCELLANEOUS  PROVISIONS  RELATING  TO  HOS- 
PITAL AND  NURSING  HOME  CARE  AND  MEDICAL  TREATMENT  OF 
VETERANS 

******* 
[622.  Statement  under  oath.J 

622.  Evidence  of  inability  to  defray  necessary  expenses. 
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Subchapter  III— Miscellaneous  Provisions  Relating  to  Hospital 
and  Nursing  Home  Care  and  Medical  Treatment  of  Veterans 

*  *  *  *  *  *  * 

£§622.  Statement  under  oath 

[(a)  For  the  purposes  of  section  610(a)  (1)  (B),  section  610(b)  (2), 
section  624(c) ,  and  section  632(a)  (2)  of  this  title,  the  statement  under 
oath  of  an  applicant  on  such  form  as  may  be  prescribed  by  the  Admin- 
istrator shall  be  accepted  as  sufficient  evidence  of  inability  to  defray 
necessary  expenses. 

[(b)  Notwithstanding  the  provisions  of  subsection  (a)  of  this  sec- 
tion, the  receipt  of  pension  under  any  law  administered  by  the  Vet- 
erans' Administration  shall  constitute  sufficient  evidence  of  inability  to 
defray  necessary  expenses,  and  any  veteran  in  receipt  of  such  pension 
shall  be  exempt  from  making  any  statement  under  oath  regarding  such 
veteran's  inability  to  defray  necessary  expenses.] 

§  622.  Evidence  of  inability  to  defray  necessary  expenses 

For  the  purposes  of  sections  610(a)  (1)  (B),  610(b)  (2) ,  624(c) ,  and 
632(a)  (2)  of  this  title,  the  fact  that  a  person  is — 

(1)  eligible  to  receive  medical  assistance  under  a  State  plan 
approved  under  title  XIX  of  the  Social  Security  Act  (42  U.S.C. 
1396etseq.); 

(2)  a  veteran  with  a  service-connected  disability ;  or 

(3)  in  receipt  of  pension  under  any  law  administered  by  the 
Veterans'  Administration; 

shall  be  accepted  as  sufficient  evidence  of  such  person's  inability  to 
defray  necessary  expenses. 

******* 

PART  V— BOARDS  AND  DEPARTMENTS 

******* 

CHAPTER  73— DEPARTMENT  OF  MEDICINE  AND 

SURGERY 

SUBCHAPTER  1— ORGANIZATION ;  GENERAL 

Sec. 

*  *  *  *  *  *  * 

4119.  Rates  of  pay  for  physicians,  dentists,  and  nurses. 

******* 

SUBCHAPTER  IV— VETERANS'  ADMINISTRATION  HEALTH 
PROFESSIONAL  SCHOLARSHIP  PROGRAM 

Sec. 

J^llil.  Establishment  of  program;  duration. 

4142.  Eligibility;  application;  written  contract. 

4143.  Obligated  service. 

4144-  Breach  of  contract;  liability;  waiver. 

4145.  Exemption  of  scholarship  payments  from  taxation. 

4146.  Program  subject  to  availability  of  appropriations. 
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Subchapter  I — Organization;  General 

§4101.  Functions  of  Department 

(a)  *  *  * 

******* 

(e)  Physicians,  dentists,  nurses,  and  other  health-care  professionals 
employed  by  the  Department  of  Medicine  and  Surgery  and  appointed 
under  section  4103,  4104(1)  >>  or  4114  of  this  chapter  and  persons  ap- 
pointed under  section  4103(a)  (8)  of  this  chapter  are  not  subject  to  the 
provisions  of  subchapter  11  of  chapter  31  of  title  5.  subchapter  VIII  of 
chapter  33  of  such  title,  subchapter  V  of  chapter  35  of  such  title,  sub- 
chapter II  of  chapter  1$  of  such  title,  section  4507  of  such  title,  sub- 
chapter VIII  of  chapter  S3  of  such  title,  subchapter  V  of  chapter  75 
of  such  title,  and  section  413  of  the  Civil  Service  Reform  Act  of 1978. 
******* 

§  4103.  Office  of  the  Chief  Medical  Director 

(a)  The  Office  of  the  Chief  Medical  Director  shall  consist  of  the 

following — 

^-j^  *  *  * 

******* 

(8)  Such  directors  of  hospitals,  domiciliates,  medical  centers, 
and  outpatient  facilities  as  may  be  appointed  by  the  Administra- 
tor upon  the  recommendation  of  the  Chief  Medical  Director. 
[(8)]  (9)  Such  other  personnel  as  may  be  authorized  by  this 
chapter. 

§  4112.  Special  medical  advisory  group  and  other  advisory  bodies 

(a)  *  *  * 

(b)  In  each  case  where  the  Administrator  has  a  contract  or  agree- 
ment with  any  school,  institution  of  higher  learning,  medical  center, 
hospital,  or  other  public  or  nonprofit  agency,  institution,  or  organiza- 
tion, for  the  training  or  education  of  health  manpower,  the  Adminis- 
trator shall  establish  an  advisory  committee  (that  is,  dean's  committee, 
medical  advisory  committee,  or  the  like).  Such  advisory  committee 
shall  advise  the  Administrator  and  the  Chief  Medical  Director  with 
respect  to  policy  matters  arising  in  connection  with,  and  the  operation 
of,  the  program  with  respect  to  which  it  was  appointed  and  may  be 
established  on  an  institutionwide,  multidisciplinary  basis  or  on  a 
regional  basis  whenever  such  is  found  to  be  feasible.  Each  such  ad- 
visory committee  shall  be  guided  in  its  actions  by  the  principles  stated 
in  Veterans'  Administration  Policy  Memorandum  Numbered  2,  dated 
J anuary  30,  1946.  Members  of  each  such  advisory  committee  shall  be 
appointed  by  the  Administrator  and  shall  include  personnel  of  the 
Veterans'  Administration  and  the  entity  with  which  the  Administrator 
has  entered  into  such  contract  or  agreement.  The  number  of  members 
and  terms  of  members  of  each  advisory  committee  shall  be  prescribed 
by  the  Administrator. 
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§4114.  Temporary  full-time,  part-time,  and  without  compensa- 
tion appointments;  residences  and  internships 
(a)*** 

******  * 

(g)  Part-time  appointments  under  this  section  shall  he  made  with- 
out regard  to  the  provisions  of  chapter  34  of  title  5. 

*  *  *  *  *  *  * 

§4118.  Special  pay  for  physicians  and  dentists 

(a)  (1)  Notwithstanding  the  provisions  of  section  4107(d)  or  any 
other  provision  of  law,  in  order  to  recruit  and  retain  highly  qualified 
physicians  and  dentists  in  the  Department  of  Medicine  and  Surgery, 
the  Administrator,  pursuant  to  the  provisions  of  this  section  and  regu- 
lations which  the  Administrator  shall  prescribe  hereunder,  shall  pro- 
vide, in  addition  to  any  pay  or  allowance  to  which  such  physician  or 
dentist  is  entitled,  special  pay  in  an  amount  not  more  than  (A) 
[$13,500]  $22,000  per  annum  to  any  physician  employed  in  the  De- 
partment of  Medicine  and  Surgery,  or  (B)  [$6,750]  $11,000  per  an- 
num to  any  dentist  so  employed,  except  as  provided  in  paragraphs  (2) 
and  (3)  of  this  subsection,  upon  the  execution,  and  for  the  duration  of 
a  written  agreement  by  such  physician  or  dentist  to  complete  a  specified 
period  of  service  in  the  Department. 

(2)  [Special]  (A)  Except  as  provided  in  subparagraph  (B)  of  this 
paragraph,  special  pay  may  not  be  paid  under  this  section  to  any 
physician  or  dentist  who — 

[(A)]  (i)  is  employed  on  less  than  a  half-time  or  intermittent 
basis, 

[(B)]  (ii)  occupies  an  internship  or  residency  training  posi- 
tion, or 

[(C)]  (Hi)  is  a  reemployed  annuitant. 

(B)  Special  pay  may  be  paid  under  this  section  to  a  physician  or 
dentist  who  is  a  reemployed  annuitant  if  such  physician  or  dentist  was 
automatically  separated  before  September  30, 1978,  under  section  8335 
(a)  of  title  5,  as  in  effect  before  such  date,  for  having  become  70  years 
of  age. 

*  *  *  *  *  *  * 

(b)  The  Administrator  shall  exercise  the  authority  contained  in 
this  section  to  provide — 

(1)  the  maximum  amount  of  such  special  pay  to  the  Chief 
Medical  Director  and  Deputy  Chief  Medical  Director ; 
m  (2)  primary  special  pay  of  [$5,000]  $6,900  to  any  eligible  full- 
time  physician,  or  [$2,500]  $3,430  to  any  eligible  full-time  dentist, 
appointed  under  this  chapter ;  and 

(3)  a  proportional  amount  of  primary  special  pay  of  [$5,000] 
$6^00  to  any  eligible  part-time  physician,  or  of  [$2,500]  $3,450 
to  any  eligible  part-time  dentist,  appointed  under  this  chapter, 
which  proportional  amount  shall  be  calculated  on  the  basis  of 
the  proportion  which  the  part-time  employment  in  the  Depart- 
ment of  Medicine  and  Surgery  of  such  physician  or  dentist  bears 
to  full-time  employment. 
[(c)  The  Administrator  shall,  in  accordance  with  such  regulations, 
provide,  in  addition  to  the  primary  special  pay  provided  for  in  sub- 
section (b)  of  this  section,  incentive  snecial  pay  of  no  more  than 
$8,500  to  any  eligible  physician,  or  $1,250  to  any  eligible  dentist, 
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described  in  clauses  (2)  and  (3)  of  subsection  (b)  of  this  section.  In 
prescribing  regulations  to  carry  out  this  subsection,  the  Administrator 
shall  take  into  account  only  the  following  factors  and  may  pay  no  more 
than  the  following  per  annum  amounts  of  incentive  special  pay  to  any 
full-time  physician  eligible  therefor,  one-half  the  following  per 
annum  amounts  to  any  full-time  dentist  eligible  therefor  (except  that 
the  full  amount  as  specified  in  clause  (1)  (A)  (iii)  may  be  paid),  or 
a  proportional  amount  of  the  following  per  annum  amounts  to  any 
part-time  physician  or  dentist  to  the  extent  eligible  therefor  which 
proportional  amount  shall  be  calculated  on  the  basis  of  the  propor- 
tion which  the  part-time  employment  in  the  Department  of  Medicine 
and  Surgery  of  such  physician  or  dentist  bears  to  full-time 
employment : 

[(1)  (A)  (i)  full-time  status,  $2,000,  and 

[(ii)  tenure  of  service  within  the  Department  of  Medicine  and 
Surgery  as  follows : 

[(aa)  completion  of  probationary  period  or  three  years, 
whichever  is  the  lesser,  $1,000,  or 

[(bb)  completion  of  seven  years,  $2,000 ;  and 
[(iii)  scarcity  of  medical  or  dental  specialty,  $2,000 ;  or 
[(B)  professional  responsibility  as  follows : 

[(i)  Service  Chief  not  in  a  scarce  medical  or  dental  spe- 
cialty or  Associate  Chief  of  Staff,  $5,500, 

[(ii)  Service  Chief  in  a  scarce  medical  or  dental  specialty, 
$7,000, 

[  (iii)  Chief  of  Staff  or  Executive  Grade,  $7,000, 

[(iv)  Director  Grade  or  Deputy  Service  Director,  $7,250, 

[(v)  Service  Director,  $7,500, 

[(vi)  Deputy  Assistant  Chief  Medical  Director,  $8,000,  or 
[(vii)  Associate  Deputy  Chief  Medical  Director  or  Assist- 
ant Chief  Medical  Director,  $8,500 ;  and 
[(2)  continuing  education  certification,  $500. 
[(d)  (1)  The  annual  rate  of  special  pay  provided  pursuant  to  this 
section  shall  be  reduced  by  an  amount  calculated  as  of  the  effective 
date  of  an  agreement  entered  into  under  this  section,  as  follows :  the 
difference  between  the  annual  rate  of  basic  pay  for  the  grade  and  step 
of  a  physician  or  dentist  in  effect  and  payable  on  the  day  before  the 
effective  date  of  this  section  and  the  annual  rate  of  basic  pay  in  effect 
and  payable  on  such  effective  date  for  such  grade  and  step. 

[(2)  No  part-time  physician  may  be  paid  an  aggregate  amount  of 
basic  pay,  pursuant  to  the  rates  applicable  on  the  effective  date  of  this 
section  to  physicians  employed  under  this  title,  and  special  pay  under 
this  section  in  excess  of  $42,000  per  annum,  and  no  part-time  dentist 
may  be  paid  an  aggregate  amount  of  basic  pay,  pursuant  to  the  rates 
applicable  on  the  effective  date  of  this  section  to  dentists  employed 
under  this  title,  and  special  pay  under  this  section  in  excess  of  $37,000 
per  annum.] 

.  (c)(1)  In  the  case  of  eligible  full-time  physicians  and  eligible  full- 
time  dentists  appointed  under  this  chapter,  the  Administrator  shall 
provide,  in  addition  to  the  primary  special  pay  provided  for  in  sub- 
section (b)(2)  of  this  section  and  in  accordance  with  regulations  pre- 
scribed pursuant  to  subsection  (a)  of  this  section,  incentive  special 
pay  of  no  more  than  $15 J 00  to  any  eligible  physician  or  $7,550  to  any 
eligible  dentist.  In  prescribing  regulations  to  carry  out  this  para- 
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graph,  the  Administrator  shall  take  into  account  only  the  following 
factors  and  may  pay  no  more  than  the  following  per  annum  amounts 
of  incentive  special  pay  to  any  full-time  physician  eligible  therefor 
and  no  more  than  one-half  the  following  per  annum  amounts  to  any 
full-time  dentist  eligible  therefor  {except  that  a  dentist  may  be  paid 
the  full  amount  specified  in  clauses  (A)  (Hi),  (C),  and  (D)  of  this 
paragraph) : 

(A)  (i)  For  full-time  status,  $6000. 

(ii)  For  tenure  of  service  within  the  Department  of  Medicine 
ana  Surgery — 

(/)  of  more  than  the  probationary  period  or  three  years 
(whichever  is  the  lesser)  but  less  than  seven  years,  $1^350; 
and 

(II)  of  more  than  seven  years,  $£,700. 
(Hi)  For  service  in  a  scarce  medical  or  dental  specialty,  $3,400. 

(B)  For  service — 

(i)  as  a  Service  Chief  not  in  a  scarce  medical  or  dental 
specialty  (or  in  a  comparable  position  as  determined  by  the 
Chief  Medical  Director) ,  $11,800, 

(ii)  as  a  Service  Chief  in  a  scarce  medical  or  dental  spe- 
cialty (or  in  a  comparable  position  as  determined  by  the 
Chief ■  Medical  Director) ,  $13,800, 

(Hi)  as  a  Chief  of  Staff  or  in  an  Executive  Grade,  $13,800, 

(iv)  as  a  Deputy  Service  Director,  $H$00, 

(v)  in  a  Director  Grade,  $14,500, 

(vi)  as  a  Service  Director,  $14,500, 

(vii)  as  a  Deputy  Assistant  Chief  Medical  Director, 
$15 $00,  and 

(viii)  as  an  Associate  Deputy  Chief  Medical  Director  or 
Assistant  Chief  Medical  Director,  $15,800. 

(C)  For  general  or  first  board  certification,  $2fi00  or  for  spe- 
cialty or  secondary  board  certification,  $2,500. 

(D)  For  service  in  certain  remote  geographic  locations  having 
a  scarcity  of  qualified  physicians  or  dentists  (as  determined  by 
the  Chief  Medical  Director) ,  $3^00. 

(2)  In  the  case  of  eligible  part-time  physicians  and  eligible  part- 
time  dentists  appointed  under  this  chapter,  the  Administrator  shall 
provide,  in  addition  to  the  primary  special  pay  provided  for  in  sub- 
section (b)  (3)  of  this  section  and  in  accordance  with  regulations  pre- 
scribed pursuant  to  subsection  (a)  of  this  section,  incentive  special 
pay  of  no  more  than  $8,500  to  any  eligible  physician  or  $4$50  to  any 
eligible  dentist.  In  prescribing  regulations  to  car-ry  out  this  para- 
graph, the  Administrator  shall  take  into  account  only  the  following 
factors  and  may  pay  no  more  than  a  proportional  amount  of  the 
following  per  annum  amounts  of  incentive  special  pay  to  any  part- 
time  physician  eligible  therefor  and  no  more  than  a  proportional 
amount  of  one-half  the  following  per  annum  amounts  to  any  part- 
time  dentist  eligible  therefor  (except  that  a  dentist  may  be  paid  a 
proportional  amount  of  the  full  amount  specified  in  clauses  (A)  (Hi), 
(C),  and  (D)  of  this  paragraph),  which  proportional  amount  shall 
be  calculated  on  the  basis  of  the  proportion  which  the  part-time  em- 
ployment in  the  Department  of  Medicine  and  Surgery  of  such  phy- 
sician or  dentist  bears  to  full-time  employment: 
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(A )  (i)  For  full-time  status,  $2,000. 

(ii)  For  tenure  of  service  within  the  Department  of  Medicine 
and  Surgery — 

(/)  of  more  than  the  probationary  period  or  three  years 
(whichever  is  the  lesser)  but  less  than  seven  years,  $1,000; 
and 

(II)  of  more  than  seven  years,  $2,000. 
(Hi)  For  service  in  a  scarce  medical  or  dental  specialty,  $2,000. 

(B)  For  service — 

(i)  as  a  Service  Chief  not  in  a  scarce  medical  or  dental 
specialty  {or  in  a  comparable  position  as  determined  by  the 
Chief  Medical  Director) ,  $5,500, 

Jii)  as  a  Service  Chief  in  a  scarce  medical  or  dental  spe- 
ty  (or  in  a  comparable  position  as  determined  by  the 
Chief  Medical  Director) ,  $7,000,  and 

(Hi)  as  a  Chief  of  Staff  or  in  an  Executive  Grade,  $7,000. 

(C)  For  general  or  first  board  certification,  $1,000  or  for  spe- 
cialty or  secondary  board  certification,  $1$50. 

(D)  For  service  in  certain  remote  geographic  locations  hawing 
a  scarcity  of  qualified  physicians  or  dentists  (as  determined  by 
the  Chief  Medical  Director) ,  $2,000. 

(3)  A  physician  or  dentist  may  not  be  provided  special  pay  under 
both  clauses  (A)  and  (B)  of  paragraph  (1)  or  (2)  (whichever  is 
applicable)  of  this  subsection. 

(d)  In  determining — 

(1)  the  total  amount  of  special  pay  provided  under  this  section 
to  any  physician  or  dentist  for  the  purpose  of  determining  the 
applicability  to  the  special  pay  of  such  physician  or  dentist  of 
the  limitation  specified  in  subsection  (a)  of  this  section  on  the 
total  amount  of  such  special  pay;  and 

(2)  the  total  amount  of  incentive  special  pay  provided  under 
subsection  (c)  of  this  section  to  any  jihysician  or  dentist  for  the 
purpose  of  determining  the  applicability  to  the  incentive  special 
pay  of  such  physician  or  dentist  of  the  limitation  specified  in  such 
subsection  on  the  total  amount  of  such  incentive  special  pay; 

there  shall  be  excluded  any  special  pay  provided  to  such  physician  or 
dentist  under  subsection  (c)  (1)  (C)  or  (c)  (2)  (C)  of  this  section  for 
certification  and  any  special  pay  provided  under  subsection  (c)(1) 
(Z>)  or  (c)  (2)  (D)  of  this  section  for  service  in  a  remote  geographic 
location. 

(e)  (1)  Any  agreement  entered  into  by  a  physician  or  dentist  under 
this  section  shall  be  with  respect  to  a  period  of  one  year  of  service  in 
the  Department  of  Medicine  and  Surgery  unless  the  physician  or  den- 
tist requests  an  agreement  for  a  longer  period  of  service  not  to  exceed 
four  years.  Any  physician  or  dentist  who  entered  into  an  agreement 
under  this  section  and  has  not  failed  to  refund  any  amount  which  such 
physician  or  dentist  became  obligated  to  refund  under  any  such  agree- 
ment shall  be  elifdble  to  enter  into  a  subsequent  agreement  under  this 
section.  [Notwithstanding  the  provisions  of  the  preceding  two  sen- 
tences, no  agreement  entered  into  under  this  section  shall  extend  be- 
yord  September  30,  1981,  and  any  agreement  entered  into  under  this 
section  after  September  30,  1980,  may  be  for  a  period  of  less  than 
one  year  if  the  expiration  date  thereof  is  September  30, 1981.] 

******* 
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a  (f )  [Any]  (1)  Except  as  provided  in  paragraph  (2)  of  this  subsec- 
tion, any  additional  compensation  provided  as  special  pay  under 
this  section  shall  not  be  considered  as  basic  pay  for  the  purposes  of 
subchapter  VI  and  section  5595  of  chapter  55,  chapter  81,  83,  or  87 
of  title  5,  or  other  benefits  related  to  basic  pay. 

(2)  Additional  compensation  provided  as  special  pay  under  this 
section  shall  he  considered  as  basic  pay  for  the  purposes  of  chapter 
83  of  title  5  in  the  case  of  an  employee  who  is  or  was  a  physician  or 
dentist  employed  in  the  Department  of  Medicine  and  Surgery  of  the 
Veterans^  Administration  and  whose  employment  as  a  physician  or 
dentist  in  such  Department  has  been  or  was  on  a  full-time  basis  for  not 
less  than  fifteen  years. 

(g)  A  physician  or  dentist  serving  a  period  of  obligated  service  pur- 
suant to  subchapter  IV  of  this  chapter  is  not  eligible  for  primary 
special  pay  or  incentive  special  pay  under  this  section  during  the 
first  three  years  of  such  obligated  service  and  thereafter  is  eligible  for 
such  pay  only  in  one-half  the  amount  which  would  otherwise  be  ap- 
plicable to  such  physician  or  dentist. 

§  4119.  Rates  of  pay  for  physicians,  dentists,  and  nurses 

Notwithstanding  section  5301  of  title  5,  the  rates  of  pay  for  phy- 
sicians, dentists,  and  nurses  employed  in  the  Department  of  Medicine 
and  Surgery  under  this  subchapter  shall  be  established  to  consider 
fully  the  professional  qualifications  and  the  professional  responsibil- 
ities of  such  physicians,  dentists,  and  nurses. 

******* 

Subchapter  IV — Veterans'  Administration  Health  Professional 
Scholarship  Program 

§4141.  Establishment  of  program;  duration 

(a)  There  is  hereby  established  a  program  to  be  known  as  the  Vet- 
erans'1 Administration  Health  Professional  Scholarship  Program 
{hereinafter  in  this  subchapter  referred  to  as  the  "Scholarship  Pro- 
gram") to  assist  in  providing  an  adequate  supply  of  trained  health- 
care personnel  for  the  Veterans'  Administration  and  for  the  Nation. 

(b)  The  Administrator  may  not  furnish  scholarships  to  new  partici- 
pants in  the  Scholarship  Program  after  the  last  day  of  the  tenth  fiscal 
year  beginning  after  the  first  such  scholarship  is  approved  by  the 
Administrator. 

§4142.  Eligibility ;  application;  written  contract 

(a)  To  be  eligible  to  participate  in  the  Scholarship  Program,  an 
individual  must — 

(1)  be  accepted  for  enrollment,  or  be  enrolled,  as  a  full-time 
student  (A)  in  an  accredited  (as  determined  by  the  Adminis- 
trator) educational  institution  in  a  State,  and  (B)  in  a  course  of 
study  or  program  offered  by  such  an  institution  and  approved 
by  the  Administrator,  leading  to  a  degree  in  medicine,  osteopathy, 
dentistry,  podiatry,  optometry,  or  nursing  or  leading  to  training 
as  a  physician  assistant  or  expanded- function  dental  auxiliary; 

(#)  submit  an  application  to  the  Administrator  for  participa- 
tion in  the  Scholarship  Program;  and 
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(3)  sign  and  submit  to  the  Administrator,  at  the  time  of  sub- 
mittal of  such  application,  a  written  contract  {described  in  sub- 
section (e)  of  this  section)  to  accept  payment  of  a  scholarship 
and  to  serve  (in  accordance  with  this  subchapter)  a  period  of 
obligated  service  as  provided  in  section  411^3  of  this  title. 

(b)  (1)  In  distributing  application  forms  and  contract  forms  to 
individuals  desiring  to  participate  in  the  Scholarship  Program,  the 
Administrator  shall  include  with  such  forms — 

(A)  a  fair  summary  of  the  rights  and  liabilities  of  an  individual 
whose  application  is  approved  (and  whose  contract  is  accepted) 
by  the  Administrator,  including  in  the  summary  a  clear  explana- 
tion of  the  damages  to  which  the  United  States  is  entitled  under 
section  l^llflf  of  this  title  if  the  individual  breaches  the  contract; 
and 

(B)  such  other  information  as  may  be  necessary  regarding  the 
individual's  prospective  participation  in  the  Scholarship  Program 
and  service  in  the  Department  of  Medicine  and  Surgery. 

(2)  The  Administrator  shall  make  such  application  forms,  contract 
forms,  and  other  information  available  to  individuals  desiring  to  par- 
ticipate in  the  Scholarship  Program  on  a  date  sufficiently  early  to 
ensure  that  such  individuals  have  adequate  time  to  prepare  and  submit 
such  forms. 

(c)  In  selecting  applicants  for  acceptance  in  the  Scholarship  Pro- 
gram, the  Administrator  shall  give  priority,  in  the  following  order, 
to — 

(1)  the  applications  of  individuals  who  have  previously  re- 
ceived scholarships  under  the  Scholarship  Program;  and 

(2)  applications  of  individuals  made  in  a  course  of  study  or 
program  described  in  subsection  (a)  (1)  (B)  of  this  section. 

(d)  (1)  An  individual  becomes  a  participant  in  the  Scholarship 
Program  only  upon  the  Administrator's  approval  of  the  individual's 
application  submitted  under  subsection  (a)  (2)  of  this  section  and  the 
Administrator's  acceptance  of  the  contract  signed  by  the  individual 
under  subsection  (a)  (3)  of  this  section. 

(2)  The  Administrator  shall  provide  written  notice  to  an  individual 
promptly  upon  approval  of  the  individual's  participation  in  the  Schol- 
arship Program. 

(e)  The  written  contract  (referred  to  in  this  subchapter)  between 
the  Administrator  and  an  individual  shall  contain — 

(1)  an  agreement  that — 

(A)  subject  to  paragraph  (2)  of  this  subsection,  the  Admin- 
istrator agrees  (i)  to  provide  the  individual  with  a  scholar- 
ship (described  in  subsection  (f)  of  this  section)  of  from  one 
to  four  school  years  during  which  period  the  individual  is 
pursuing  a  course  of  study  described  in  subsection  (a)(1)(B) 
of  this  section,  and  (ii)  to  afford  the  individual  the  opportu- 
nity for  employment  in  the  Department  of  Medicine  and  Sur- 
gery (subject  to  the  availability  of  appropriated  funds  and 
other  qualifications  established  in  accordance  with  section 
4,105  of  this  title)  ;  and 

(B)  subject  to  paragraph  (2)  of  this  subsection,  the  indi- 
vidual agrees — 

(i)  to  accept  such  a  scholarship ; 
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(ii)  to  maintain  enrollment  and  attendance  in  a  course 
of  study  described  in  subsection  (a)  (1)  (B)  of  this  sec- 
tion until  the  individual  completes  the  course  of  study; 

{Hi)  while  enrolled  in  such  course  of  study,  to  maintain 
an  acceptable  level  of  academic  standing  (as  prescribed 
under  regulations  prescribed  by  the  Administrator)  • 

(iv)  to  serve  in  the  Department  of  Medicine  and  Sur- 
gery for  a  period  of  time  {hereinafter  in  this  subchapter 
referred  to  as  the  "period  of  obligated  service")  equal  to 
the  greater  of — 

(/)  one  calendar  year  for  each  school  year  for 
which  the  individual  was  provided  a  scholarship 
under  the  Scholarship  Program,  or 
(II)  two  calendar  years;  and 
{v)  serve,  when  the  individual's  period  of  obligated 
service  is  deferred,  any  additional  period  of  obligated 
service  prescribed  in  section  4143(b)  (4)  (B)  of  this  title; 

(2)  a  'provision  that  any  financial  obligation  of  the  United 
States  arising  out  of  a  contract  entered  into  under  this  subchapter, 
and  any  obligation  of  the  individual  which  is  conditioned  thereon, 
is  contingent  upon  funds  being  appropriated  for  scholarships 
under  this  subchapter; 

(3)  a  statement  of  damages  to  which  the  United  States  is  en- 
titled under  this  subchapter  for  the  individual's  breach  of  the 
contract;  and 

(4)  such  other  statements  of  the  rights  and  liabilities  of  the 
Administrator  and  of  the  individual  as  may  be  appropriate  and 
consistent  with  the  provisions  of  this  subchapter. 

(f)  (1)  A  scholarship  provided  to  a  student  for  a  school  year  under 
a  written  contract  under  the  Scholarship  Program  shall  consist  of — 
{A)  payment  to,  or  {in  accordance  with  paragraph  (2)  of  this 
subsection)  on  behalf  of,  the  student  of  the  amount  of — 

{i)  the  tuition  of  the  student  in  such  school  year;  and 
{ii)  other  reasonable  educational  expenses,  including  fees, 
books,  and  laboratory  expenses ;  and 
{B)  payment  to  the  student  of  a  stipend  of  not  in  excess  of 
$485  per  month  {adjusted  in  accordance  with  paragraph  (3)  of 
this  subsection)  for  each  of  the  twelve  consecutive  months  begin- 
ning with  the  first  month  of  such  school  year. 
(2)  The  Administrator  may  contract  with  an  educational  institution 
in  which  a  participant  in  the  Scholarship  Program  is  enrolled  for  the 
payment  to  the  educational  institution  of  the  amounts  of  tuition  and 
other  reasonable  educational  expenses  described  in  paragraph  (1)  { A) 
of  this  subsection.  Payment  to  such  an  educational  institution  may  be 
made  without  regard  to  section  3648  of  the  Revised  Statutes  of  the 
United  States  {31  U.S.C.  529) . 

{3)  The  amount  of  the  monthly  stipend,  specified  in  paragraph 
{1)  {B)  of  this  subsection  and  as  previously  adjusted  {if  at  all)  in 
accordance  with  this  paragraph,  shall  be  increased  by  the  Adminis- 
trator for  each  school  year  ending  in  a  -fiscal  year  beginning  after  Sep- 
tember 30, 1980,  by  an  amount  {rounded  to  the  next  highest  multiple 
of  $1)  equal  to  the  amount  of  such  stipend  multiplied  by  the  overall 
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percentage  (as  set  forth  in  the  report  transmitted  to  the  Congress  under 
section  5305  of  title  5)  of  the  adjustment  (if  such  adjustment  is  an 
increase)  in  the  rates  of  pay  under  the  General  Schedule  made  effec- 
tive in  the  fiscal  year  in  which  such  school  year  ends. 

(g)  Notwithstanding  any  other  provision  of  law,  individuals  who 
have  entered  into  written  contracts  with  the  Administrator  under  this 
section  shall  not  he  considered  employees  of  the  Federal  Government 
and  shall  not  be  counted  against  any  employment  ceiling  affecting  the 
Department  of  Medicine  and  Surgery  while  such  individuals  are  un- 
dergoing academic  training,  prior  to  engaging  in  deferred  internship, 
residency,  or  other  advanced  clinical  training. 

(h)  The  Administrator  shall  report  to  Congress  not  later  than 
March  1  of  each  year — 

(1)  the  number  of  students  receiving  scholarships  under  the 
Scholarship  Program  and  the  number  of  students  enrolled  in  each 
type  of  health  profession  training; 

(2)  the  educational  institutions  providing  such  training; 

(3)  the  number  of  applications  filed  under  this  section  in  the 
school  year  beginning  in  such  year  and  the  total  number  of  such 
applications  filed  for  all  years  in  which  this  program  has  been  in 
existence;  and 

(4)  the  amount  of  tuition  paid  in  the  aggregate  and  at  each 
educational  institution  for  the  school  year  beginning  in  such  year 
and  for  prior  school  years. 

(i)  The  Administrator  shall  prescribe  regulations  to  carry  out  the 
purposes  of  the  Scholarship  Program. 

§4143.  Obligated  service 

(a)  Each  individual  who  has  entered  into  a  written  contract  with 
the  Administrator  under  section  411$  of  this  title  shall  provide  service 
in  the  full-time  clinical  practice  of  such  individuals  profession  or  in 
another  health  care  position,  in  an  assignment  or  location  as  deter- 
mined by  the  Administrator,  as  an  employee  of  the  Veterans'  Admin- 
istration for  the  period  of  obligated  service  provided  in  such  contract. 

(b)  (1)  The  Administrator  shall  notify  each  individual  required  to 
provide  service  under  the  Scholarship  Program,  not  later  than  sixty 
days  prior  to  the  date  described  in  paragraph  (3)  of  this  subsection, 
of  the  date  described  in  such  paragraph  for  the  beginning  of  such  in- 
dividual's period  of  obligated  service. 

(2)  The  Administrator  shall  appoint  each  individual,  as  soon  as 
possible  after  the  date  described  in  paragraph  (3)  of  this  subsection. 

(3)  (A)  With  respect  to  an  individual  receiving  a  degree  from  a 
school  of  medicine,  osteopathy,  dentistry,  optometry,  or  podiatry,  the 
date  for  the  beginning  of  the  individual's  period  of  obligated  service 
is  the  date  upon  which  the  individual  becomes  licensed  to  practice 
medicine,  osteopathy,  dentistry,  optometry,  or  podiatry,  as  the  case 
may  be,  in  a  State,  except  that  the  Administrator  may,  at  the  request 
of  such  individual,  defer  such  date  until  the  end  of  the  period  of  time 
required  for  the  individual  to  complete  an  internship  or  residency  or 
other  advanced  clinical  training.  No  such  period  of  internship  or  resi- 
dency or  other  advanced  clinical  training  shall  be  counted  toward 
satisfying  a  period  of  obligated  service  under  this  subchapter. 


56 


(B)  With  respect  to  an  individual  receiving  a  degree  from  a  school 
of  nursing,  the  date  for  the  beginning  of  the  individual's  period  of 
obligated  service  is  the  date  the  individual  becomes  registered  as  a 
graduate  nurse  in  a  State. 

(C)  With  respect  to  an  individual  receiving  a  degree  from  an  insti- 
tution other  than  a  school  of  medicine,  osteopathy,  dentistry,  optome- 
try, podiatry,  or  nursing,  the  date  for  the  beginning  of  the  individuals 
period  of  obligated  service  is  the  date  upon  which  the  individual  com- 
pletes the  academic  training  leading  to  such  degree. 

(4)  Any  individual  tuhose  period  of  obligated  service  is  deferred 
under  paragraph  (3)  (A)  of  this  subsection — ■ 

(A)  shall  be  required  to  undertake  internship  or  residency  or 
other  advanced  clinical  training  in  an  accredited  program  in  an 
educational  institution  which  has  an  affiliation  agreement  with  the 
Veterans'1  Administration  which  provides  that  all  or  part  of  the 
internship  or  residency  or  other  advanced  clinical  training  will  be 
undertaken  in  a  Veterans'  Administration  health  care  facility;  and 

(B)  shall  incur  an  additional  period  of  obligated  service — 

(i)  at  the  rate  of  one-half  of  a  calendar  year  for  each  year 
of  internship  or  residency  or  other  advanced  clinical  training 
(or  a  proportionate  ratio  thereof),  if  the  internship,  resi- 
dency, or  advanced  clinical  training  is  in  a  medical  or  den- 
tal specialty  necessary  to  meet  the  health  care  requirements 
of  the  Veterans'  Administration  (as  determined  under  regu- 
lations prescribed  by  the  Administrator) ;  or 

(ii)  at  the  rate  of  three-quarters  of  a  calendar  year  for  each 
year  of  internship  or  residency  or  other  advanced  clinical 
training  (or  a  proportionate  ratio  thereof),  if  the  intern- 
ship, residency,  or  advanced  clinical  training  is  not  in  a  medi- 
cal or  dental  specialty  necessary  to  meet  the  health  care  re- 
quirements of  the  Veterans'  Administration  (as  determined 
under  regulations  prescribed  by  the  Administrator). 

(c)  An  individual  shall  be  considered  to  have  begun  serving  a  period 
of  obligated  service  on  the  date  such  individual  is  appointed  under 
this  chapter  as  an  employee  in  the  Department  of  Medicine  and  Sur- 
gery. 

$4144.  Breach  of  contract;  liability;  waiver 

(a)  An  individual  (other  than  an  individual  described  in  subsection 
(b)  of  this  section)  who  has  entered  into  a  written  contract  with  the 
Administrator  under  section  1{,1J$  of  this  title  and  who  fails  to  accept 
payment,  or  instructs  the  educational  institution  in  which  the  individ- 
ual is  enrolled  not  to  accept  payment,  in  whole  or  in  part,  of  a  scholar- 
ship under  such  contract,  shall,  in  addition  to  any  service  or  other  obli- 
gation or  liability  under  the  contract,  be  liable  to  the  United  States 
for  the  amount  of  $1£00  as  liquidated  damages. 

(b)  An  individual  who  has  entered  into  a  written  contract  with  the 
Administrator  under  section  1^,11^2  of  this  title  and  who — 

(1)  fails  to  maintain  an  acceptable  level  of  academic  standing 
in  the  educational  institution  in  which  the  individual  is  enrolled 
(such  level  determined  by  the  educational  institution  under  reg- 
ulatons  of  the  Administrator) ; 

(2)  is  dismissed  from  such  educational  institution  for  discipli- 
nary reasons; 
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(3)  vohmtarily  terminates  the  training  in  such  an  educational 
institution  for  which  the  individual  is  provided  a  scholarship  un- 
der such  contract,  before  the  completion  of  such  training;  or 

(4)  faUs  to  become  licensed  to  practice  medicine,  osteopathy, 
dentistry,  podiatry,  or  optometry  in  a  State,  or  fails  to  become 
registered  as  a  graduate  nurse  in  a  State,  during  a  period  of  time 
prescribed  under  regulations  of  the  Administrator; 

in  lieu  of  any  service  obligation  arising  under  such  contract,  shall  be 
liable  to  the  United  States  f  or  the  amount  which  has  been  paid  to  the 
individual,  or  on  the  individuaVs  behalf,  under  the  contract. 

(c)  If  an  individual  breaches  the  written  contract  by  failing  (for 
any  reason)  to  complete  such  individual's  period  of  obligated  service, 
the  United  States  shall  be  entitled  to  recover  from  the  individual  an 
amount  determined  in  accordance  with  the  following  formula: 

A=3<j>(t~s) 
t 

in  which  "A"  is  the  amount  the  United  States  is  entitled  to  recover; 

is  the  sum  of  the  amounts  paid  under  this  subchapter  or  on  behalf 
of  the  individual  and  the  interest  on  such  amounts  which  would  be 
payable  if  at  the  time  the  amounts  were  paid  they  were  loans  bearing 
interest  at  the  maximum  legal  prevailing  rate,  as  determined  by  the 
Treasurer  of  the  United  States;  is  the  total  number  of  months  in 
the  individuaVs  period  of  obligated  service,  including  any  additional 
period  of  obligated  service  in  accordance  with  section  4143(b)  (4)  (B) 
of  this  subchapter;  and  "s"  is  the  number  of  months  of  such  period 
served  by  the  individual  in  accordance  with  section  414$  of  this  title. 
Any  amount  of  damages  which  the  United  States  is  entitled  to  re- 
cover under  this  section  will,  within  the  one-year  period  beginning 
on  the  date  of  the  breach  of  the  ivritten  contract,  be  paid  to  the  United 
States. 

(d)  (1)  Any  obligation  of  an  individual  under  the  Scholarship  Pro- 
gram (or  a  contract  thereunder)  for  service  or  payment  of  damages 
shall  be  canceled  upon  the  death  of  the  individual. 

(2)  The  Administrator  shall,  by  regulation,  provide  for  the  waiver 
or  suspension  of  any  obligation  of  service  or  payment  by  an  indi- 
vidual under  the  Scholarship  Program  (or  a  contract  thereunder) 
whenever  compliance  by  the  individual  is  impossible  due  to  circum- 
stances beyond  the  control  of  the  individual  or  whenever  the  Admin- 
istrator determines  that  the  waiver  or  suspension  of  compliance  would 
be  in  the  best  interest  of  the  Veterans'  Administration. 

(3)  Any  obligation  of  an  individual  under  the  Scholarship  Pro- 
gram (or  a  contract  thereunder)  for  payment  of  damages  may  not  be 
released  by  a  discharge  in  bankruptcy  under  title  11  before  the  expira- 
tion of  the  five-year  period  beginning  on  the  first  date  that  payment 
of  such  damages  is  due. 

§  4145.  Exemption  of  scholarship  payments  from  taxation 

Notwithstanding  any  other  law,  any  payment  to,  or  on  behalf  of, 
an  individual  for  tuition,  education  expenses,  or  stipend  under  this 
subchapter  shall  be  exempt  from  taxation. 
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§  4146.  Program  subject  to  availability  of  appropriations 

The  authority  of  the  Administrator  to  enter  into  contracts  or  to 
make  payments  under  this  subchapter  is  effective  for  any  fiscal  year 
only  to  the  extent  that  appropriated  funds  are  available  for  such 
purposes. 

******* 

PART  VI— ACQUISITION  AND  DISPOSITION  OF 

PROPERTY 
******* 

CHAPTER  81— ACQUISITION  AND  OPERATION  OF  HOS- 
PITAL AND  DOMICILIARY  FACILITIES;  PROCURE- 
MENT AND  SUPPLY 

******* 

Subchapter  II — Procurement  and  Supply 

******* 

§  5022.  Authority  to  procure  and  dispose  of  property  and  to  nego- 
tiate for  common  services 

(a)  (1)  The  Administrator  may  lease  for  a  term  not  exceeding  three 
years  lands  or  buildings,  or  parts  or  parcels  thereof,  belonging  to  the 
United  States  and  under  the  Administrator's  control.  Any  lease  made 
pursuant  to  this  subsection  to  any  public  or  nonprofit  organization 
may  be  made  without  regard  to  the  provisions  of  section  3709  of  the 
Revised  Statutes  (41  U.S.C.  5).  Notwithstanding  section  321  of  the 
Act  entitled  "An  Act  making  appropriations  for  the  legislative  branch 
of  the  Government  for  the  fiscal  year  ending  June  30,  1933,  and  for 
other  purposes",  approved  June  30,  1932,  (40  U.S.C.  303b),  or  any 
other  provision  of  law,  a  lease  made  pursuant  to  this  subsection  to 
any  public  or  nonprofit  organization  may  provide  for  the  mainte- 
nance, protection,  or  restoration,  by  the  lessee,  of  the  property  leased, 
as  a  part  or  all  of  the  consideration  for  the  lease.  Prior  to  the  execu- 
tion of  any  such  lease,  the  Administrator  shall  give  appropriate  pub- 
lic notice  of  the  Administrator's  intention  to  do  so  in  the  newspaper 
of  the  community  in  which  the  lands  or  buildings  to  be  leased  are 
located.  The  proceeds  from  such  leases,  less  expenses  for  maintenance, 
operation,  and  repair  of  buildings  leased  for  living  quarters,  shall  be 
covered  into  the  Treasury  of  the  United  States  as  miscellaneous 
receipts. 

(2)  The  Administrator  may  not  enter  into  any  of  the  following 
transactions  concerning  any  real  property  owned  by  the  United  States 
yand  administered  by  the  Veterans^  Administration  which  has  an 
estimated-  value  in  excess  of  $50,000  until  after  the  expiration  of  thirty 
days  from  the  date  upon  which  a  report  of  the  facts  concerning  the 
proposed  transaction  is  submitted  to  the  Committees  on  Veterans'' 
Affairs  of  the  Senate  and  House  of  Representatives : 

(A)  A  transfer  of  real  property  to  another  Federal  agency  or  to 
a  State  (or  any  political  subdivision  of  a  State) . 
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(B)  A  report  to  a  disposal  agency  of  excess  real  property. 
A  statement  in  an  instrument  of  conveyance,  including  a  lease,  that 
the  requirements  of  this  paragraph  have  been  met,  or  that  the  con- 
veyance is  not  subject  to  this  paragraph,  is  conclusive. 

******* 

Subchapter  III — State  Home  Facilities  for  Furnishing  Domicili- 
ary, Nursing  Home,  and  Hospital  Care 

*'****** 

§5034.  General  regulations 

Within  six  months  after  the  date  of  enactment  of  this  section  or 
any  amendment  to  it  with  respect  to  such  amendment,  the  Administra- 
tor shall  prescribe  the  following  by  regulation : 

(1)  The  number  of  beds  required  to  provide  adequate  nursing 
home  care  to  veterans  residing  in  each  State,  which  number  shall 
not  exceed  [two  and  one-half]  four  beds  per  thousand  veterans 
population  in  the  case  of  any  State. 

(2)  General  standards  of  construction,  repair,  and  equipment 
for  facilities  constructed  with  assistance  received  under  this  sub- 
chapter. 

(3)  General  standards  for  the  furnishing  of  care  in  facilities 
which  are  constructed  with  assistance  received  under  this  sub- 
chapter, which  standards  shall  be  no  less  stringent  than  those 
standards  prescribed  by  the  Administrator  pursuant  to  section 
620(b)  of  this  title.  The  Administrator  may  inspect  any  State 
facility  constructed  with  assistance  received  under  this  subchap- 
ter at  such  times  as  the  Administrator  deems  necessary  to  insure 
that  such  facility  meets  such  standards. 

*  *  *  *  *  *  * 

CHAPTER  82— ASSISTANCE  IN  ESTABLISHING  NEW 
STATE  MEDICAL  SCHOOLS;  GRANTS  TO  AFFILIATED 
MEDICAL  SCHOOLS;  ASSISTANCE  TO  HEALTH  MAN- 
POWER TRAINING  INSTITUTIONS 

******* 

§5070.  Coordination  with  public  health  programs;  administra- 
tion 

(a)  *  *  * 

******* 

[(e)  In  carrying  out  the  purposes  of  this  chapter,  the  Administra- 
tor may  lease  to  any  eligible  institution  for  such  consideration  and 
under  such  terms  and  conditions  as  the  Administrator  deems  appro- 
priate, such  lands,  buildings,  and  structures  (including  equipment 
therein)  under  the  control  and  jurisdiction  of  the  Veterans'  Adminis- 
tration as  may  be  necessary.  The  three-year  limitation  on  the  term  of  a 
lease  prescribed  in  section  5012(a)  of  this  title  shall  not  apply  with 
respect  to  any  lease  entered  into  pursuant  to  this  chapter.  Any  lease 
entered  into  pursuant  to  this  chapter  may  be  entered  into  without  re- 
gard to  the  provisions  of  section  3709  of  the  Revised  Statutes  (41 
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U.S.C.  5).  Notwithstanding  section  321  of  the  Act  entitled  "An  Act 
making  appropriations  for  the  Legislative  Branch  of  the  Government 
for  the  fiscal  year  ending  June  30,  1933,  and  for  other  purposes",  ap- 
proved June  30,  1932  (40  U.S.C.  303b),  or  any  other  provision  of  law, 
a  lease  entered  into  pursuant  to  this  chapter  may  provide  for  the  main- 
tenance, protection,  or  restoration,  by  the  lessee,  of  the  property 
leased,  as  a  part  or  all  of  the  consideration  of  the  lease.] 

[(f)  1  (e)  In  making  grants  under  this  chapter,  the  Administrator 
shall  give  special  consideration  to  applications  from  institutions  which 
provide  reasonable  assurances,  which  shall  be  included  in  the  grant 
agreement,  that  priority  for  admission  to  health  manpower  and  train- 
ing programs  carried  out  by  such  institutions  will  be  given  to  otherwise 
qualified  veterans  who  during  their  military  service  acquired  medical 
military  occupation  specialties,  and  that  among  such  qualified  veterans 
those  who  served  during  the  Vietnam  era  and  those  who  are  entitled  to 
disability  compensation  under  laws  administered  by  the  Veterans' 
Administration  or  whose  discharge  or  release  was  for  a  disability  in- 
curred or  aggravated  in  line  of  duty  will  be  given  the  highest  priority. 
In  carrying  out  this  chapter  and  section  4101  (b)  of  this  title  in  connec- 
tion with  health  manpower  and  training  programs  assisted  or  con- 
ducted under  this  title  or  in  affiliation  with  a  Veterans'  Administration 
medical  facility,  the  Administrator  shall  take  appropriate  steps  to 
encourage  the  institutions  involved  to  afford  the  priorities  described 
in  the  first  sentence  of  this  subsection  and  to  advise  all  qualified  vet- 
erans with  such  medical  military  occupation  specialties  of  the  steps 
the  Administrator  has  taken  under  this  subsection  and  the  opportuni- 
ties available  to  them  as  a  result  of  such  steps. 

[(g)  J  (/)  (1)  Each  recipient  of  assistance  under  this  chapter  shall 
keep  such  records  as  the  Administrator  shall  prescribe,  including  rec- 
ords which  fully  disclose  the  amount  and  disposition  by  such  recipient 
of  the  proceeds  of  such  assistance,  the  total  cost  of  the  project  or  under- 
taking in  connection  with  which  such  assistance  is  made  or  used,  the 
amount  of  that  portion  of  the  cost  of  the  project  or  undertaking  sup- 
plied by  other  sources,  and  such  records  as  will  facilitate  an  effective 
audit. 

(2)  The  Administrator  and  the  Comptroller  General  of  the  United 
States,  or  any  of  their  duly  authorized  representatives,  shall  have  access 
for  the  purpose  of  audit  and  examination  to  any  books,  documents, 
papers,  and  records  of  the  recipient  of  any  assistance  under  this  chap- 
ter which  are  pertinent  to  such  assistance. 

[(h)]  (g)  Not  later  than  ninety  days  after  the  end  of  each  fiscal 
year,  the  Administrator  shall  submit  to  the  Congress  a  report  on  activ- 
ities carried  out  under  this  chapter,  including  (1)  an  appraisal  of  the 
effectiveness  of  the  programs  authorized  herein  in  carrying  out  their 
statutory  purposes  and  the  degree  of  cooperation  from  other  sources, 
financial  and  otherwise,  (2)  an  appraisal  of  the  contributions  of  such 
programs  in  improving  the  quantity  and  quality  of  physicians  and 
other  health  care  personnel  furnishing  hospital  care  and  medical  serv- 
ices to  veterans  under  this  title,  (3)  a  list  of  the  approved  but  unfunded 
projects  under  this  chapter  and  the  funds  needed  for  each  such  project, 
and  (4)  recommendations  for  the  improvement  or  more  effective  ad- 
ministration of  such  programs,  including  any  necessary  legislation. 
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Subchapter  III — Assistance  to  Public  and  Nonprofit  Institutions 
of  Higher  Learning,  Hospitals  and  Other  Health  Manpower 
Institutions  Affiliated  With  the  Veterans'  Administration  to 
Increase  the  Production  of  Professional  and  Other  Health 
Personnel 

******* 

§5093,  Grants 

(a)  *  *  * 

(b)  An  application  for  a  grant  under  this  section  may  be  approved 
by  the  Administrator  only  upon  the  Administrator's  determination 
that — 

(1)  the  proposed  projects  and  programs  for  which  the  grant 
will  be  made  will  make  a  significant  contribution  to  improving 
the  education  (including  continuing  education)  or  training  pro- 
gram of  the  eligible  institution  [and  will  result  in  a  substantial 
increase  in  the  number  of  students  trained  at  such  institution,  pro- 
vided there  is  reasonable  assurance  from  a  recognized  accrediting 
body  or  bodies  approved  for  such  purposes  by  the  Commissioner  of 
Education  of  the  Department  of  Health,  Education,  and  Welf  are 
that  the  increase  in  the  number  of  students  will  not  threaten  any 
existing  accreditation  or  otherwise  compromise  the  quality  of  the 
training  at  such  institution] ; 

(2)  the  application  contains  or  is  supported  by  adequate  assur- 
ance that  any  Federal  funds  made  available  under  this  subchapter 
will  be  supplemented  by  funds  or  other  resources  available  from 
other  sources,  whether  public  or  private ; 

(3)  the  application  sets  forth  such  fiscal  control  and  account- 
ing procedures  as  may  be  necessary  to  assure  proper  disbursement 
of,  and  accounting  for,  Federal  funds  expended  under  this  sub- 
chapter ;  and 

(4)  the  application  provides  for  making  such  reports,  in  such 
form  and  containing  such  information,  as  the  Administrator  may 
require  to  carry  out  the  Administrator's  functions  under  this  sub- 
chapter, and  for  keeping  such  records  and  for  affording  such  ac- 
cess thereto  as  the  Administrator  may  find  necessary  to  assure  the 
correctness  and  verification  of  such  reports. 
******* 


Veterans'  Administration  Programs  Extension  Act  of  1978 
******* 

Sec.  8.  (a)  Not  later  than  February  1,  [1980,]  1981,  the  Adminis- 
trator of  Veterans'  Affairs  shall  submit  a  report  to  the  Congress  and  to 
the  President  on  the  furnishing  by  the  Veterans'  Administration  of 
hospital  care  and  medical  services  in  the  Commonwealth  of  Puerto 
Rico  and  in  the  Virgin  Islands.  The  Administrator  shall  include  in 
such  report — 

(1)  a  comprehensive  assessment  of  the  health-care  needs  of 
veterans  in  the  Commonwealth  of  Puerto  Rico  and  in  the  Virgin 
Islands; 
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(2)  a  detailed  report  on  the  hospital  care  and  medical  services 

furnished  or  to  be  furnished  to  such  veterans  during  fiscal  years 
1975  through  1981,  with  information  in  such  report  shown  with 
respect  to  the  number  of  veterans  treated  or  to  be  treated,  the 
facilities  at  which  such  care  and  services  are  furnished  or  to  be 
furnished,  and  the  extent  to  which  such  care  and  services  are 
furnished  or  are  to  be  furnished  for  the  treatment  of  veterans  for 
service-connected  disabilities  of  any  degree  and  of  veterans  with 
service-connected  disabilities  rated  at  50  per  centum  or  more ;  and 

(3)  recommendations  as  to  how  the  health-care  needs  of  such 
veterans  can  best  be  addressed  within  the  existing  authority  of 
the  Administrator  of  Veterans'  Affairs  and  what  additional 
authority,  if  any,  is  necessary  and  desirable  to  meet  such  needs. 

(b)  In  making  recommendations  under  subsection  (a)(3),  the 
Administrator  shall  take  into  consideration — 

(1)  the  state  of  the  economy  in  the  Commonwealth  of  Puerto 
Rico  and  in  the  Virgin  Islands ; 

(2)  alternative  sources  of  health-care  services  that  would  be 
available  to  veterans  in  the  Commonwealth  of  Puerto  Rico  and 
in  the  Virgin  Islands  if  the  health-care  services  furnished  by  the 
Veterans'  Administration  for  non-service-connected  disabilities 
were  substantially  reduced ; 

(3)  the  desirability  of  equitable  distribution  of  Veterans' 
Administration  health-care  resources ;  and 

(4)  the  higher  priority  established  by  law  for  the  care  and 
treatment  of  service-connected  disabilities. 
******* 
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